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Where the mind is without fear and the head is held high ; 
Where Knowledge is free ; 


Where the world has not been broken up into fragments 
by narrow domestic walls ; 


Where the words come out from the depth of truth ; 
Where tireless striving stretches its arms toward perfection ; 
Where the clear stream of reason has not lost its way intc 
the dreary desert sand of dead habit; 

Where the mind is led forward by thee into ever widening 
thought and action — 


Into that heaven of freedom, my Father, let my country 
awake. 


Rabindranath Tagore! 





PREFACE 


Three years ago, when the Draft of a ‘Draft Plan - 
frame ’ prepared by Prof. P. C. Mahalanobis was being dis¬ 
cussed in academic and political circles, I planned to write 
for a weekly paper a series of 5 articles on problems relating 
to Indian planning. The first was actually published in 
Swatantra on 1 October 1955, but presently the paper 
changed hands and soon ceased publication. Other pre¬ 
occupations intervened, and so the remaining four articles 
hibernated, waiting for a happier turn in the weather. 

Although the Second Plan started with a great deal 
of enthusiasm, the Suez crisis, the foreign exchange crisis, 
and local crises of all kinds have since put the Plan on 
the defensive. I thought that now I should take out the 
typescript and enlarge and revise it in the light of the 
happenings of the last 30 months. Chapter II on ‘ Factors 
in Economic Progress ’ is newly added, and is partly based 
on a paper (“ Malthus’s Theory of Economic Development 
and its Application to Underdeveloped Areas ”) which I m 
read before the Economic Research Seminar of the Andhra 
University. Chapter VI (‘ The Second Plan at Bay ’) is 
also entirely new. The remaining five chapters have been 
enlarged and largely rewritten. I hope that in their present 
form these seven chapters make a 6 book ’, and not a mere 
collection of papers. 

Why have I called it £ A Grammar of Indian Planning ’ ? 
For one thing, various other titles I had originally thought* 
of have been appropriated by other books that have appeared 
during the last three years. For another, as I have made 
here a modest attempt to study the phenomenon of Indian 
Planning in terms of economic theory, available statistics, 
critical analysis, human needs, and personnel requirements, 

I feel that the word ‘ Grammar ’ in a general or •meta- * 
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phorical sense is not quite inappropriate in the present 
context. All the same, the book is addressed, not to the 
professional economist nor to the active politician, but to 
the 4 common reader ’, the large mass of people who wish 
to know what Planning means, and does, so that they may 
contribute their own mite to the success of our Plans. 

A book like this is necessarily derivative, and the 
extent of my indebtedness may be gauged from the book$ 
I have listed in the select bibliography which figures at 
the end. The publications of the Planning Commission 
and the Reserve Bank of India, the statistical tables in 
the Eastern Economist, the Economic Weekly, Commerce , 
and Capital, the various Industrial and Financial Supple¬ 
ments of The Hindu, and Tata Industries’ Statistical Outline 
of India have naturally been of immense help to me. Books, 
and articles appear continually and changes of policy are 
announced so often that I have found it almost impossible 
to keep pace with them—though I have no doubt done 
what I could to keep my book as up-to-date as possible. 
Sri P. A. Seshan, Financial Editor of The Hindu , was good 
enough to go through my typescript and offer many valuable 
suggestions ; my debt to him as friend and mentor is more 
than what I can express in words. My teacher Sri K. V. S. 
Sastri (now at Oxford), besides always encouraging me in 
my studies, has generously placed at my disposal his con¬ 
siderable collection of books on this subject and on Econo¬ 
mics generally. My father Prof. K. R. Srinivasa Iyengar has 
throughout taken a keen interest in my work and has helped 
soften the crudity of my English in many places. I am 
also grateful to Professor K. K ; Das, Head of the Depart¬ 
ment of Commerce, and Professor B. Sarveswara Rao, Head 
of the # Department of Economics, for their interest in my 
work. However, for any shortcomings in the book, whether 
in the planning or the execution, the responsibility is entirely 
mine. ® 


IX 


For the rest, my debt is so large and to so many thil 
it would be a sort of pedantry to name them all here. That 
is also the reason why I have not crowded the pages with 
detailed footnotes. For the same reason too I have refrained 
from cluttering the text with too fhany statistical data but 
relegated the necessary statistical, information to the Appen¬ 
dix. Since Communist China and our neighbour Pakistan 
are the two other important Asiatic countries that have also 
resorted to Planning, I have appended notes on them at 
the end of the book. ^ 

♦^Planning is an act of faith. Planning calls for a 
continual play of faith, a periodic renewal at the springs 
of faith. If we were unsure of the morrow, who would 
think of Planning ? “ Eat, drink, and be merry ”, would 

be our attitude. In fact, with the lights of democracy 
going out in Burma, Pakistan, Iraq, Syria, Sudan, and 
elsewhere, and with the sinister threat of a possible thermo¬ 
nuclear war on a global scale, our faith in democratic 
planning is being severely tested. All the more reason, 
then, why we should see clearly where we are, what our 
hopes had been, how far we have achieved them, where , 
they have miscarried and why, and what checks and safety 
valves are necessary to prevent similar failures in the future. 
We should be brave enough to know and face the whole 
truth about our planning endeavours if we are to make a 
success of them in the future. It is with this conviction 
that with all my limitations I have ventured to write and 
publish this book. 

In conclusion, I thank my sister Prema Nandakumar^ 
for help with the proofs and Messrs. Jupiter Press Private 
Ltd., for bringing out this book with care and taste. 


T/3H, University Campus, 
Waltair. 

January , 1959. 


S. AMBIRAJAN. 
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CHAPTER I 


PERSPECTIVES OF DEMOCRATIC PLANNING 

“ Every society needs its myth, its set of shared beliefs 
and emotionally charged ideas. It is they which give direc¬ 
tion and support to its material organisation. We must 
try to ensure that these vivifying concepts are based closely, 
on concrete realities, and are neither hangovers from an 
earlier age no longer relevant to the present, nor false or 
over-simplified abstractions 

Julian Huxley 

Poverty and Planning 

Among the many ‘ myths 5 that our century has fostered 
is the myth of the omnicompetence of economic planning 
to cure that most ugly and corroding of all social ills, 
Poverty. Myth or reality, planning is—and has been for 
some time—very much in our thoughts. As a myth, eco¬ 
nomic planning has come to be endowed with an emotional 
quality so electrical in its effects that it often prevents the 
play of logic or correct judgement even alas! in professedly 
academic circles. The popular argument runs thus : Russia 
has made good through ruthless economic planning, while 
the Capitalist countries have been facing crisis after crisis—- 
each worse than the preceding one—thanks to the depres¬ 
sion, the second World War, and the chronic uncertainty 
of the cold-war years. What would you more, in defence 
of economic planning ? 

Actually, however, planning is being advocated today 
by diverse shades of opinion. The Socialists feel that plan¬ 
ning will help them to achieve their goal of a classless spciety. 
Many academic economists argue that planning will usher 
in an era of plenty and prosperity. The layman (the mythi¬ 
cal ‘ man-in-the-street ’) thinks that he will get a somewhat 
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^fjrieater proportion of the good things in the world than 
falls to his lot at present. The poor hope to become rich,— 
the rich to become richer still in spite of everything ! Hasn’t 
even a country like the U.S.A.—surely the capitalist’s 
earthly paradise—resorted to planning in the shape of the 
New Deal pro gramme of the nineteen th irties ? 

in 1^43, whett the War was still on. Professor Laski 
declared : “ It has become a commonplace to say that the 

post-war world will be a planned world When the War 
came to an end—an event that roughly coincided with the 
emergence of independent but underdeveloped Eastern 
nations—there was witnessed in all countries, whether deve¬ 
loped, underdeveloped, or merely war-ravaged, a sudden 
spurt of planning on a fairly ambitious scale. But before 
the W&ri only countries like Soviet Russia, Nazi Germany, 
and Fascist Italy, who had deliberately renounced the West¬ 
ern ideals of democracy and free enterprise, were the votaries 
edf total planning. It was the impact of the War that gave 
c Manning a more general currency throughout the world. 

_ In Praise of Planning 


Many are the arguments advanced in favour of plan¬ 
ning by its apologists and practitioners. The most aggres¬ 
sively obvious argument, of course, is the acknowledged 
phenomenal su cce ss of the Russian experiment. Soon after 
the Bolsheviks seized power, they constituted a ‘ Gosplan ’ 
or a Planning Commission to formulate a series of Five Year 
Plans for the overall economic betterment of the country. 

---Presently the Plans were launched one after another, and 
notwithstanding temporary set-backs, Russia became in the 
course of the next two or three decades one of the most 
powerful nations of the world, not only able to withstand 
the'Terrific Nazi onslaught when it came in 1942, but in 
due course even to turn the tide of the war against the 
mightiest military power the world has known. Utilising 
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all available resources, Soviet Russia had embarked on a 
programme ofTndustrialisation without counting the imme¬ 
diate cost. Through the mechanisation of agriculture that 
industrialisation made feasible, a quick rise in the national 
income had been achieved. For a country impoverished 
by centuries of Tsarist misrule and the ravages of war and 
revolution, Soviet Russia had results to show that compelled 
attention. As even the Manchester Guardian has conceded, 
a sceptical world had to admit that collective ownership 
is surviving, that it has created a new kind of patriotism, 
and new incentives to labour. It may not be the socialism 
of the fathers or the prophets, but it works”. 

Like Russia, Germany and Italy also succeeded during 
the thirties in achieving impressive results through a pro¬ 
gramme of centralised planning. Economic self-sufficiency 
being the prime aim of the Nazi planners, Germany under 
their direction manufactured whatever she wanted for her 
own needs. Thus planning produced results in Germany 
even as it did in Russia, and it was certainly not the fault 
of the planning process if ultimately the planners chose to 
produce more guns than butter, and to cultivate the arts 
of war rather than those of peace. Likewise, Mussolini’s 


Italy was quite obviously a prosperous Italy ; and, again, 
it was not the fault of the planning process if, starting 
with the infamous Abyssinian adventure, Fascist Italy chose 
to tread the path that led in due course to war and utter 
economic ruin. 


j Further, during the second world war, the Western 
democracies themselves—Great Britain, the U.S.A.— 
rqsorted to planning on an ever increasing scale till total 
victory was in sight. The Allies wisely pooled their resources 
tqgether and deployed them to the best advantage.# The 
Grand Strategy of the War Lords would have been largely 
ineffective but for the sound economic strategy that resolutely 
backed it. Not only Churchill and Montgomery,• but 



A Grammar of Indian PI 


J@L 


Beveridge and Keynes also, played key parts in achieving 
total victory. If, then, planning could 4 deliver the goods ’ 
in war time, why not in peace time as well ? 

There is, besides, the purely economic argument in 
favour of planning' Under the Capitalistic or private enter¬ 
prise system, the limited available resources in a country 
are apt to be used in a haphazard uneconomic way, with¬ 
out reference to the larger interests of the community as a 
whole Such a system must needs be the parent of waste, 
I want, and inequality. It has created the conditions that 
*made inevitable the sensational crash of the thirties in the 
Capitalistic countries and the consequent outbreak of the 
epidemic of large-scale unemployment in those countries. 
But planning, it is maintained, could make the economy of 
country immune from the crisis o f oyerproduction_ ancLits 
[corollary, unemployme nt. Need we then seek any further 
' justification tor economic planning ? 


Yet another argument i£ defence of planning has been 
advanced by the famous sd£ial scientist, Schumpeter. Ac¬ 
cording to him, Capitalism is doomed to die because it lacks 
certain qualities and attitudes necessary for survival. Already 
Capitalism has destroyed the feudal and aristocratic ele¬ 
ments that might have proved its guardians and sustainers. 
The plain, fact is that Capitalism now lacks the capacity 
to appeal to the emotions of the common people. Capitalist 
economy is verily a sinking ship, and we would be well 
advised to quit it in time and take safe refuge in the newly 
launched ship of planned economy ! . 

The sceptic may here interpose and say that, it plan¬ 
ning has succeeded in Soviet Russia, Capitalism hasn’t done 
badly either, if one glances at the “ spectacular but irregular 
economic development of the United Kingdom France, 
Canada, and the U.S.A. during the last 150 or 200 years. 
But the apologists of planning are not convinced ; they point 
out that this period has been, by and large, an era ot 








unusually favourable circumstances cannot serve for pur¬ 
poses of argument, Besides, in Dr. Barbara Wootton’s 
words, the progress of Capitalism has always been “liable 
to interruptions from the tendency of the system from time 
to time, so to speak, to fall over its own toes, from a cer¬ 
tain continued instability in its gait Capitalism is doomed 
f anyhow to wither and die on account of its inner tensions 
and contradictions ; only planned economy can save huma¬ 
nity from the threatened disaster and set the human house 
in order. 

The psychological reason finally clinches the issue : 
Isn’t reason superior to the fumblings of mere instinct? 
i^Economic planning means no more than the “ pooling of 
available resources and utilising them in a rational way ”. 
Rational planning for the general good is very much to be 
preferred to the private individual’s irrational greed or ope¬ 
rations proceeding f * ' "profit move’. A 



economy with a 


centrally controlled 


single pair of wide open eyes, fyhereas under a system of 
unbridled private enterprise, numberless 4 blind mouths ’ 
will pull the nation’s economy in different directions and 
land it finally in a ditch. Only planned economy can guard 
against all adverse circumstances that may possibly arise 
in the future, and only in such an economy can the various 
factors of production and consumption reach the right har¬ 
monious adjustment. 

Traps and Dangers of Planning 

Thus far the advocates in praise of planning. On the 
other hand, there are not wanting authorities like P. von 
JHayek and Ludwig von Mises w ho have raised their voices 
to warn people against the traps and dangers of economic 
planning in peace time. To play Tiresias to our Oedipus- 
planners is not exactly a pleasant role, but Tiresias^ is a 
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recurrent figure in human history, and although he may not 
be heeded he cannot be altogether silenced either. 

Even critics of planning are prepared to concede that 
what planning ostensibly aims at is the economic well-being 
of the people. There is thus no quarrel about the 4 ends \ 
What the critics oppose are the 4 means ’ advocated by the 
planners to achieve the so desirable ends. P. von Hayek 
maintains that planning “ requires a central direction and 
| organisation of all our activities according to some consciously 
constructed blue print ”, and he fears accordingly that such 
rigid centralisation must necessarily ‘imperil the liberty of 
the individual citizen. In our anxiety to establish economic 
democracy, are we to sacrifice political democracy and indi¬ 
vidual liberty ? As there is no profit motive in a socialist 
planned economy, Government controls all factors of pro¬ 
duction, and factories are run by ‘managers’ appointed 
by Government. Thes# paid officials cannot be expected 
to be as much interested in efficiency as the proprietor- 
managers under the Capitalistic system. PLecLTape t oo must 
seriously interfere with the smooth working of a Govern- 
ment-run unit of production. Even apart from these 


unescapable consequences of i nefficiency and delay in exe¬ 
cution, bureaucratic control of the factors of production 
would be an unsavoury and odious development. With a 
view to promoting the success of the 4 Plan ’ and ensuring 
reasonable continuity in policy and administration, power 
is likely to be delegated by the legislature and executive to 
this soulless bureaucracy, these robot 4 managers ’, in an ever 
increasing measure with consequences we need not dilate 
upon here. Total planning must ultimately mean the 
uncontrolled and uncontrollable arbitrariness of the state- 
appointed officials, and often such officials achieve the feat 
of self-perpetuating themselves, moving from one position 
of vantage to another and a higher, extending their tentacles 
over the nation’s life as a whole. As the operations of the 
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‘ Han ’ acquire a wider and still wider scope, the bureaucr 
too grows in numbers—special recruitments becoming neces¬ 
sary to feed this hunger—and wields limitless power com¬ 
prehending or circumscribing every aspect and segment of 
the citizen’s public and private life. The emergence of such 
an administrative monster must prove an invitation to an 


adroit personality to jump on the monster’s back, and by 
controlling the monster to establish a totalitarian regime, 
which it is infinitely easier to bring into being than to 
4estroy. Even so ardejat an evangelist of planning as 
? Mr. H. D. Dickinson acknowledges that “ there is no doubt 
that a planned economy affords great opportunities to any 
dictator who manages to capture the planning machinery 
And Mr. K. M. Munshi warns us that “ a government- 


managed economy is inseparably associated with totalitarian 


regimes throughout history ”. 

Thus, aside from purely economic arguments like the 
lack of incentives, the abolition of private property, etc., 
the main case against planning tends to have a moral and 
spiritual slant. Karl Jaspers the Existentialist philosopher 
Has roundly told us that “ it is an illusion to suppose that 
authoritative direction can be confined to economic ques¬ 
tions ; there are no purely economic ends ”. Man’s outer 
life conditions his inner life; if his material circumstances 
are ruthlessly regulated, regulation of his inner life must 
necessarily follow. The plea that “ the mind is its own 
place and in itself can make a heaven of hell, a hell of 
heaven ” is in the main a plea born of despair. Even grant¬ 
ing that total planning radically raises the ‘ standard of 
living’, the question must be posed : To what end? If 
the process of planning is to involve a thorough regimen¬ 
tation of the individual’s life so that he is reduced to a 
minute mechanism fulfilling a pre-determined infinitesimal 
role in the Leviathan-structure of the State, where stands 
he as an individual and a citizen ? His brain is valueless, 
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his soul is atrophied, and he becomes as strictly useful and 
as wholly lifeless "or insignificant as a nail or a screw or a 
diminutive spring in a giant machine. This is not human 
welfare, for there is neither life nor happiness here. “ Human 

I welfare ”, writes Dr. Barbara Wootton, “ must not mean 
only ‘ material welfare \ It should as well imply social and 
moral welfare, for a condition of well-fed, well-clad and 
even well entertained slavery is not an imaginary impossi¬ 
bility There is one ominous fact to remember when we 
talk of the countries that have presumably made a thunder¬ 
ing success of economic planning. Is Nazi Germany or 
Fascist Italy (or Tojo’s Japan, for that matter) afn example 
to be imitated ? What did their vaunted success lead to 
except a reign of terror, chronic insecurity for the many, 
and the unutterable horrors of the gas chambers and the 
concentration camps ? Of Russia we are told contra¬ 
dictory versions of Elysian happiness on the one hand and 
unrelieved misery on the other. If all that Nikita Khrush- 
0 chev said about the Stalin regime is the truth, the whole 
truth, and nothing but the truth, are we not justified in 
entertaining serious doubts about the virtues of Soviet plan¬ 
ning ? Besides, George Orwell has literally made our flesh 
creep by picturing in his Nineteen Eighty-Four the probable 
horrors of a totalitarian economy pushed to its extreme 
limits. In the face of all this, are we still bewitched by 




the promised splendours of a planned economy ? 


Planning and Democracy 


I have set forth above in sharp contrast the case for 
and the case against planned economy. Prof. Schumpeter’s 
view that the Capitalistic system has outlived its utility and 
that the time is now ripe for the emergence of a new eco¬ 
nomic System deserves no doubt to be anxiously considered. 
The easy and natural alternative to the confusion of private 
enterprise seems to be the State itself taking up the owner- 
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ship of the factors of production and manufacturing ttfe 
needed commodities in a rational way. But when we look 
at the matter a little more closely, we cannot avoid the con¬ 
clusion that total planning must inevitably mean a compre¬ 
hensive regimentation of the people and the eventual total 
loss of human liberty and dignity. Planning is apt to 
acquire a momentum, a bull-dozer vehemence, of its own, 
and there is no easy way of restricting the power of the 
planning authority. “ How true it is that the appetite for 
power grows by what it feeds on! ” exclaimed the late 
V. S. Srinivasa Sastri, and added by way of illustration : 

“ Put a man at a table with some stationary and call him the 
secretary of a bureau. He will start by making enquiries 
which will soon become inquisitions, by making suggestions . 
which will rapidly assume the character of orders, and by 
formulating principles which will steadily harden into a 
creed ”. This was in 1937, in the context of Provincial 
autonomy ; and the evil can be a thousand times more evil 
under the circumstances of total planning and comprehensive 
regimentation. 

Is there, then, no way out of this dilemma ? Can we 
not, for instance, fry some means or other, at once keep 
the cake of political democracy whole, yet nibble at it by 
resorting to economic planning ? Or must we really choose 
between the devil of total planning and the deep sea of 
unbridled Capitalism ? A democracy like India is wedded 
to free speech, free elections, and party governments. Theo¬ 
retically speaking, a Government lasts only as long as it 
enjoys the confidence of the Parliament or of the State 
Legislature. It may be forced to resign any day, any time, 
by an adverse vote. Why should the successor-government 
be committed to continue the economic programmes of the 
outgoing Government? The Attlee (Labour) Government 
nationalised the Steel industry ; the Churchill (Conservative) 
Government that followed reversed the policy of its jprede- 
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cessor. Besides, with a Federal Constitution like 
is not unlikely that the Union Government and the State 
Governments may be run by different political parties, 
wedded to widely different economic policies ; today, for 
example, the Congress Party rules most of India, while the 
Communists rule the State of Kerala. In the event of any 
sharp difference of opinion with regard to economic ends 
or means or both, is the Union Government to coerce the 
heretical State Government to toe the national line or starve 
it into submission ? There are endless possibilities of con¬ 
tradiction and confusion in a federal democratic set-up as 
obtains in India, Australia, and the U.S.A. Where, then, 
is the place of ‘ planned economy ’ in a democracy,—espe¬ 
cially in a federal democracy ? How can a democratic 
government launch a Five Year Plan—let alone a series of 
Five Year Plans—when its own life is rather precarious ? 
For successful planning and execution, a governmeOT should 
| enjoy both stability and l ongevi ty ; but it is this very stabi¬ 
lity and longevity that breeds dictatorship, either of an indi¬ 
vidual or of a caucus ruling in tfie name of a party. It 
looks as though it is unthinkable that we can enjoy both 
the priceless freedoms of a sovereign democratic republic 
and the material advantages of a rigidly formulated, fanati¬ 
cally advertised, and ruthlessly executed planned economy. 




Even so, it is not the way of wisdom to view pheno¬ 
mena necessarily as polarised opposites, for in practice the 
world is not partitioned between black and white ; the world 
is rather much of a brownness, with diverse shades, now 
light, now thick. Even as, in theory, there is something to 
be said in favour of private enterprise as well as planned 
economy, so also most countries today have only_ mixed 
feconorfiies, though the proportion no doubt may vary from 
country to country. Under a mixed economy, certain areas 

of production are owned and run by private enterprise,, 

o 
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although under the overall control of the State, 
system can utilise the profit motive to enrich the nation, 
and also adopt a limited planning technique for Government 
enterprises. If statesmanship and administrative tact are 
wanting, in such an economy production will fall between 
two stools and break its neck as it were ; but if jll g o well, 
then the nation and the citizen will gain the best of both 
worlds.. Co-operation will take the place of coercion, 
accommodation will forestall expropriation, and neither the 
needs of the aggregate—i.e., the nation—nor the life-giving 
freedoms of the individual, the citizen, will need to be sacri¬ 
ficed. Where certain rights are voluntarily.surrendered, 

there can be no aftermath of bitterness ; on the contrary, 
there will be pleasure and pride in the co-operative adven¬ 
ture of building a new future state for all. “ If you are 
going to build a house ”, said Stalin, “ you must economise 
and make sacrifices. Even more it is true if you are build¬ 
ing a new society ”. But a dictated sacrifice and an imposed 
cast-iron plan are likely to build only an impressive , 
cemetery. Hence the need, as Gandhiji and Vinobaji have 
repeatedly urged, to work th e change —the revolution—the 
new construction—from within, rather than exclusively from 
without. 

Protagonists of one or another system may make abso¬ 
lute claims, but it is clear that no system run by human 
beings can be wholly Capitalist or Socialist or totally plan¬ 
ned." There are unpredictables and imponderables in human 
life which are for ever beyond the purview of the planners. 

In the U. S. S. R., there are sectors like retail selling which ^ 
are still left to private enterprise. In the U. S. A., on the 
other hand, atomic power is controlled by the State, and 
the Tennesse Valley Authority is a colossal state-owned 
state-run enterprise. There is a difference in degree 
between a country like the U.S.A. and a country like the 
U.S.S.R.—a very big difference, if you will—but in a 
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manner of speaking both may be said to have only mixed 
economies. 


Planning for India 

There is thus nothing seriously amiss when a demo¬ 
cratic republic like India embarks on planning within the 
framework of a mixed economy. We cherish our hard-won 
freedom, and we do not wish to change the essential charac¬ 
ter of our sovereign democratic republic. But we wish also 
to achieve freedom from hunger, from squalor, from igno¬ 
rance, andT from idleness, for without these freedoms, mere 
political freedom can have no meaning for long. We have 
to evolve a continuing central authority to plan our eco¬ 
nomic development, and we have at the same time to ensure 
the continuance of our political liberty and individual free¬ 
dom. Is this verily impossible of achievement? Are we 
really trying to square the circle? The last few years have 
shown that though democratic planning is a difficult business, 
calling for endless vigilance as well,as continual sacrifice, 
° we shall probably succeed in coming safely through—the 
stumblings, set-backs and scars notwithstanding—to the 
agreed destination. 

/ Let us, however, be very clear about this : democratic 

planning cannot be—it must not be—total planning. It 

cannot and must not be wedded to any rigidity in ends or 
I means. To quote Dr. Gunnar Myrdal : 

\ 

“The techniques for planning in a democracy are not 
just readily available for application, but have to be experi¬ 
mented out in the usual way of trial and error-Rigidity 

should not be the signum of economic planning. A main 
general weakness of an underdeveloped country is, in fact, 

■ rigidity in its entire structure, and economic planning should 
not add a new element to the rigidity its economy is suffer- 
J *ingf from ”. 

Further, by very definition almost, democratic planning 

should be based on discussion, not dictation. It should as 
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far as possible be a national, rather than a party, affair, 
and popular support should be mobilised through informa¬ 
tive and persuasive publicity, not Goebbelsian heroics and 
misrepresentations. Considerations of prestige should not 
stand in the way of revision of the Plan when such revision 
is demanded by the pressure of facts. Mistakes or mis¬ 
carriages should be openly admitted, and our planners should 
avoid the language of dogmatism and omniscience, and they 
should know above all when to cut losses and stop. At every 
stage of its formulation and implementation, the Plan should 
receive the general support of the lay public no less than 
of the experts in the various fields. Although all this must 
affect the speed of the advance, there is everything to be 
gained by feeling o ur w ay, step by step, to our goal. Demo¬ 
cratic planning, then, need be neither day-dreaming nor an 
j invitation to dictatorship. In Dr. Barbara Wootton’s words, 
! “ a happy and fruitful marriage between” freedom and plan¬ 
ning” can, in short, be arranged ”. Yet it could be a far 
cry from " can 5 to ‘ will ’; and here “ success or failure turns 
on the behaviour of the actual men and women who have 


the responsibility of planning : on the measure in which posi- ca¬ 
tions of power are filled by men and women who care for 
the freedom of others and in whom this love of liberty is 
not subsequently stifled by the habit of authority The 
last few years have abundantly shown that though we have 
embarked on a confessedly difficult adventure of reconstruc¬ 
tion and economic development, calling for the continual 
play of alertness as well as sacrifice, we have not, generally 
speaking, failed to bear in mind the imperatives of democratic ^ 
planning ; and such modest success as has attended our 
efforts has been achieved well within, the framework of a 
democratic system of government. In a sense our % Piime 
Minister, Jawaharlal Nehru, is our greatest as^et, for while 
he enjoys the prestige and wields the authority of a dictator, 
he has also the emotional nuances and ready adaptability of ^ 
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a true democrat. Even as he is conscious of the possibili¬ 
ties of planning, he is not unwilling at the same time to 
acknowledge the limitations of democratic planning. But 
the Prime Minister is not the whole of the administration, 
and there is always the danger that circumstances may turn 
the best asset into a dangerous liability. The Prime Minister 
should be an example, not a glittering facade for others to 
hide behind and pursue their respective’Vffds. But if like 
him these others too—the architects of our planning and the 
‘executants of the Plans—do not lose sight of the impera¬ 
tives of democratic planning and the possibilities and limi¬ 
tations of planning for India’s economic development, then 
indeed there will be no need to be apprehensive about our 
future. 



‘Stills tand ist Ruckgang’. 

‘ He who moves not forward goes backward 

An Old German Proverb 


Introduction 


In the last chapter 1 discussed the possibilities and limi¬ 
tations of democratic planning. The ‘traps and dangers’ 
admitted, ‘ democratic planning ’ is no mere contradiction 
in terms ; it is permissible and, in certain situations, even 
inevitable. All that we need to remember by way of caution 
is that planning in a , mixed economy cannot be total plan- / 
ning. The pace of planning may have'to be rather slow,' 
the" means adopted less immediately effective than those 
which lie handy to a dictator ; but if we take a long range 
view, democratic planning is likely to take us sooner to 
the goal of the Welfare State than total planning. For a 
poor country to reach prosperity it is essential to induce a 
reasonably high tempo of economic development; if eco¬ 
nomic growth is the aoal, national planning is the means 
to be adopted. But Gefore formulating the means, it is for 
planners to tarry a little and decide what the goal itself 
should be like. 


Problem of Economic Growth 

The problem of economic development arises solely 
because there is a gap between human wants and the capa¬ 
city of the economy"to"Satisfy these wants. This gaf> can 
be closed only by increasing the capacity of the economy 
to produce enough goods and services. Thus the core of the 
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problem of economic growth is the maximisation of output. 
Ts it any wonder, then, that the ‘ mythical’ man-in-the-street 
believes that economic growth is nothing but the feat of 
increasing the capacity of the economy to increase the supply 
of goods and services ? This idea conceives the economic 
part of any society to be a giant monolithic producing unit. 
In other words, the problem of economic progress appears 
to be only the problem of the introduction of new methods 
of producing goods, construction of new factories, installa¬ 
tion of new machinery, utilisation of new fertilisers, etc. 
But this is not all, for economic growth involves so many 
problems other than the purely economic one of augment¬ 
ing our productive capacity. Firstly, there is the problem 
' of the stability of the rate of growth, for production at iso¬ 
lated intervals is not conducive to a developing economy, 
j Economic growth must be continual and sustained ; or, in 
^ other words, maintained over a long period. Only then can 
the community really benefit by this phenomenon of eco¬ 
nomic growth. Secondly, even more than the stability of 
economic growth, importance should be attached to the 
changes that will necessarily occuj in the community’s 
beliefs and practices. When the material situation of any 
community changes, it is inevitable that it will have reper¬ 
cussions on the social, religious, and communal life of the 
society ; and these repercussions will indeed shake the very 
basis of the society. Thirdly, economic development should 
be understood as quick economic development. Even static 
societies, without any kind of conscious or concerted effort, 
might achieve some small reality of economic progress in 
the course of a considerable stretch of time. But real eco¬ 
nomic growth is, in the words of Williamson and Buttrick, 
! “ a rate of expansion that can move an underdeveloped 
country from a near subsistence mode of living to substan¬ 
tially higher levels in a comparatively short period of time, 
i e in decades rather than centuries. For nations already 
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advanced economically, it means a continuation or acc 
ration of existing rates of growth 
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Desire for Economic Growth 


The very first, almost the fundamental, basis of all 
economic development is actually the keen irresistible desire 
for such development; unless people eagerly want goods and 
services, there is little chance of economic growth materia-. 
lising. People must first desire, and then put forth effort* 
to realise what they have desired; this, in a nut-shell, is the 
whole secret of economic progress. However, this ‘ desire * 
is not uniform throughout the world, nor over different 
periods of time. In spite of the fact that human wants 
are unlimited, the intensity of the desire for them is cer¬ 
tainly different from age to age, from society to society. 

“ Each human being ”, says the anthropologist Francis \ 
L. K. Hsu, “has two facets to his standard of living:- 
objective and subjective. The first consists of the actual 
conditions of existence to which he has attained. The second 
consists of those things which he would like to enjoy whether 
or not he is presently enjoying them. Different individuals 
within a given society or in different societies vary widely, 
not only in their actual conditions of existence, but also in 
what, if possible, they would like to enjoy”. The second j 
facet referred to above is itself dependent upon two factors; 
which we could describe as a philosophy of life and the 
attendant circumstances. In fact, the, circumstances too 
influence the philosophy of life to a certain extent. 

In India, it was long considered—the view is by no 
means obsolete yet—that plain living and high thinking 
should be the governing principles of life. vMan must con¬ 
trol his natural desires in respect of food, sex, eta in favour 
6F spiritual satisfactions. This philosophy of life 'stressed 
that by severely limiting one’s material and mundane aspi¬ 
rations, one can ultimately realise God or Brahman. But 
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of the pioneer American settlers to life was 
different. They wanted to have everything that would give 
them material satisfaction. This was because they were 
imbued with the adventurous spirit, and, besides, the new 
world was a field of rich opportunity and presented to them 
a great abundance of resources that was an invitation to 


/ 


the intelligent exploiter. 

In some societies, the rejection of mundane desires is 
neither understood nor respected, for wealth alone is the 
determinant of social status. In such societies, naturally, the 
desire on the part of the people to enrich themselves—in 
other words, to think in terms of economic progress—will 
be very pronounced. 

Generally speaking, if economic growth does not take 
place , it may simply be because people are ignorant of the 
various benefits that increased economic progress will make 
possible. If, therefore, knowledge about the economic possi¬ 
bilities increases, then desire will spring in the minds of 
the people, thereby giving a start to economic growth. 

Now-a-days, however, the desire, for economic improve¬ 
ment is merely taken for granted. Till the last century, the 
phenomenon of economic growth was perceivable only in 
the Western countries, and the Eastern countries were more 
or less undeveloped, being wedded to a stationary eco¬ 
nomy. Nay more : the various underdeveloped countries 
were being systematically exploited by Imperial powers like 
the U.K., France, etc. But the introduction of Western 
education has made the Eastern countries realise how very 
backward they are economically. Again, the politically eman¬ 
cipated countries—India, Burma, Indonesia, Egypt, Ceylon, 

etc._now aspire for freedom from want also, and thus there 

has been found in the various backward, but self-governing 
or independent, countries a good deal of clamour for rapid 
economic development as well. With the introduction of 
Western, education, the institutional atmosphere of these 
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as has undergone a metamorphosis ; and this chad 
has resulted in a corresponding changeJu ihe mental aspi¬ 
rations of these formerly exploited people, and has thus 
encouraged an emphasis on the material aspects of life. 



Pros and Cons of Economic Growth 


The generalisation may be hazarded that, at present, 
almost every society wants economic growth. But here a 
pertinent question arises : After all, is economic growth 
desirable ? And if desirable, how does it reflect the real 
progress of the society ? 

The advantages of economic growth are too numerous 
to be elaborafed here. Generally, wealth gives comfort and 
security ; it also provides more leisure. Because economic 
growth increases efficiency, the necessities of the people 
could be produced more easily and in a much shorter period, 
and hence there will be plenty of time or leisure for various 
liberal arts like music, painting, literature, dance, drama, 
etc. to flourish. Economic growth enables people to have 
the advantage of more goods and services, more and mpre 
of them, without any foreseeable limit of exhaustion. Thus 
new types of goods are produced and sold in the highly 
developed economies, and inventive ingenuity, advertisement, 
and pressure publicity give currency to these newer and still 
newer goods which people are most eager to possess. 
Because few er pe ople are engaged in the production of the 
necessities, the rich modern societies are able to spare more 
people for other vocations like medicine, law, music;'teach~ 
ing, etc. Again, man being a rational and intelligent being, 
gains progressively greater control over his environment and 
thus increases his freedom. As Mr. Arthur Lewis says, 
“ We do not know what the purpose of life is, but if it were 
happiness, then evolution could just as well have stopped 
a long time ago, since there is no reason to believe that men 
are happier than pigs, or than fishes. What distinguishes 
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from pigs is that men have greater control over 
environment; not that they are more happy. And on this 
test, economic growth is greatly to be desired ”. In other 
words, economic growth enables man to utilise intelligently 
the available natural resources, and thus gives him the means 
to make himself more and more the master of his own fate. 

But is economic growth such a painless process ? Does 
only good come out of it ? Or is there another side to the 
medal also ? It is here that we have to venture into the 
realms of philosophy, religion, ethics, and psychology. As 
, Kenneth BoulcEng says, “ economic progress helps us to get 
what we want; but if we want to get the wrong things, then 
| it will simply enable us to damn ourselves all the more easily. 
■The critique of ends—i.e., the study of what are the right 
things to want—is not within the province of economic ana¬ 
lysis ; indeed, it lies in the domain of wisdom rather than 
of knowledge, of religion rather than of science. Never¬ 
theless, the fact must be recognised that economic progress, 
of itself, does not necessarily increase the happiness, welfare, 
or. righteousness of mankind ”. However unpalatable this 
conclusion may be, it must be accepted as substantially true. 
^History can unfold instances after instances of how great 
material prosperity has preceded the mental and moral decay 
of societies and nations. To give but one classic instance, 
the Roman Empire which reached its apogee of material 
prosperity in the days of Augustus and the Antonines soon 
declined because of excessive sexual indulgences and other 
vices, and ended at last in debauchery and degradation. 
When wealth increases, the morality of man weakens consi¬ 
derably ; as Goldsmith remarked— 

Ill fares the land to hastening ills a prey, 

Where wealth accumulates and men decay. 

Dr. Pitrim Sorokin, again, draws pointed attention to the fact 
that the tastes of the modern Americans are becoming more 
and ny)re tainted with immorality. It is also worth remem- 
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bering that a high rate of economic growth led to the ruin 
of both modern Germany and Japan, because these nations 
had believed in a wrong set of social goals. 

All this does not mean that economic growth at all 
times or in every context is undesirable. On the contrary, 
economic growth along the right lines is necessary for the 
world at large and particularly for the underdeveloped coun¬ 
tries. The economic conditions of the teeming masses of 
the various backward nations need drastic improvement. It 
is no doubt true that economic growth brings in its wake 
excessive materialism, unbridled individualism, and unduly 
abnormal inequality of incomes ; and such excesses can be 
warded off only if mankind keeps before it certain ideals in 
choosing the right set of social goals. 

On the balance, then, economic growth seems desirable. 
It should not be forgotten that excessive poverty also brings 
| about moral decay. We need not go in much detail into 
the question of how grinding poverty makes people steal, 
girls sell their chastity, how poverty is often the root of 
crime, disease, ignorance, etc. Man has a rational mind, 
and nature has provided him with ample resources and 
opportunities that simply ask to be utilised. Man must 
therefore definitely strive for a better and a fuller expression 
of himself, though at the same time trying to avoid the 
dangers of the excesses inevitably associated with rapid eco¬ 


nomic development. 


Factors of Economic Development 


There is, of course, no hard and fast method of deter¬ 
mining the level of economic development desired at any 
particular point of time ; moreover, in the words of Herbert 
Frankel, “ development is not necessarily measurable, it is 
always an evolutionary process ”. The economic level. of 
every country could no doubt be measured by contrasting 
the per capita income of that country with the pei; capita 
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comes of other countries. Sometimes the per capita 
sumption of certain goods like cloth, sugar, etc. can bo 
taken into account to determine how far a particular nation 
has economically progressed. Usually, however, the rate 
of increase or decrease in the national and per capita income 
is taken into account in determining—subject to the fluctua¬ 
tions of the general price level—the level of economic pro¬ 
gress. 

Let us turn now to the various factors that influence 
the pace of economic development. By and large, the three 
major determinants of the process of economic growth, 
besides the basic factor of natural resources, are the trend 
of the* population, the state of technology, and the level of 
capital accumulation. All these three tend to grow along 
with a country’s economic development, and act and react 
upon one another with results neither uniform nor clearly 
foreseeable. 

Natural Resources 

vThe most important factor in the process of economic 
growth of the underdeveloped countries is the availability 
and,utilisation of natura l resour ces. BaueFand Yamey clas¬ 
sify the resources of a country as natural material resources, 
human resources, and produced material resources. At pre¬ 
sent we are concerned only with the first of the three, and 
we shall discuss the others subsequently. It is fairly clear 
that economic development cannot take place if there exists 
a paucity of natural resources like raw materials, power, etc. 
As a general proposition this may be accepted, even though 
there are certain exceptions like Switzerland and Japan 
which have highly developed economies in spite of their lack 
of natural resources. 

There is, however, nothing very specific or unalterable 
about the value of particular natural resources; their value 
is liablf to fluctuation in the light of discoveries or invention 
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of new techniques. This is because, in the words of 
Mr. Arthur Lewis, “ the value of a resource depends upon 
its usefulness, and its usefulness is changing all the time 
through changes in taste, changes in technique, or new dis¬ 
covery _... When we say that a country is rich in resour¬ 

ces, the statement has meaning only in relation to contem¬ 
porary knowledge and techniques. Similarly, a country 
which is considered to be poor in resources today may be 
considered very rich in resources at a later time, not merely 
because unknown resources are discovered, but equally 
because new uses are discovered for the known resources ”. 
Coal came to be used only in the 18th century ; accordingly 
countries with extensive coal deposits are now considered to 
( be rich. Another instance is water power and hydro-electri- 
city which is a substitute for power from coal; accordingly, 
by harnessing rivers that once used only to flood the country 
and cause havoc, a liability can now be turned into a great 
asset. Recent advances in the field of atomic energy and 
solar energy also, suggest that the day when coal will be held 
valueless is not far distant. 

In the olden days economic development was mainly 
agricultural development, and hence the various river valleys 
were systematically developed. In the modern industrial age, 
however, places where oil, iron, and other materials for indus¬ 
trialisation are abundant become prominent economically. 
On the other hand, the existence of plentiful natural resour¬ 
ces will lead to no results if the human response is inade¬ 
quate . To quote Bauer and Yamey, “the vast natural 
Resources of the United States were in situ for many centu¬ 
ries, but that did not enable the Indians to pass beyond a 
most primitive level of economic achievement . 

In underdeveloped countries, the prime objective 
should be to make the available natural resources achieve 
the maximum sustained contribution to economic growth. 
What we witness in the underdeveloped countries to^lay is 



Not until resources are used carefully and to the fullest extent 
can real economic growth be achieved. 

In utilising the available resources, certain principles 
should be observed. Firstly, resources should be ^utilised 
wherever possible for many related purposes ; for example, 
if a river is going to be tapped, the autfibnfies should see that 
the project serves irrigation, flood control, hydro-electric 
generation, and other such related objectives. The Tennessee 
Valley Authority in the U.S.A. and the Damodar Valley 
Corporation in India are two gigantic projects where this 
principle has been fairly borne in mind. Secondly , if a cer¬ 
tain resource is going to be utilised, the administrators should 
see that this will fit into the general scheme of national or 
regional development; for example, in Rourkela in India, 
an iron and steel industry is to be constructed, and with the 
products of this factory another for producing fertilisers is 
also contemplated. This is how resource-development could 
flow from an integrated plan. Thirdly, resources should be 
developed in such a way that they will bear fruits, not over 
a short period alone, but indefinitely. This principle should 
especially be kept in view while planning the development of 
perennial resources like land reclamation, irrigation projects, 
etc. And, finally , there should be as litfle waste as possible 
in the utilisation of resources. 1 ^ In short, resource-develop¬ 
ment should be based on wise and prudential decisions, and 
care should be taken to see that resources are used only for 
essential projects. For example, in countries where cotton is 
plentiful, wood pulp and other forest materials should not be 
wasted in producing rayon and other artificial fabrics. On 
the other hand, these materials could be very well used to 
manufacture paper and in building activities. Again, when 
steel is scarce, it should not be used for less urgent tasks — 
e.g. making office furniture—where wood could prove quite 
an elective substitute if available in sufficient quantity. 



A Grammar of Indian Pic 
the sorry spectacle of the misuse of the natural resources' 


% 





•in Economic Progress 


Caution is required also in the matter of exhaustible resources 
/like coal, petroleum, iron, etc. The present generation should 
not indiscriminately use up the available stock of the mine¬ 
rals and leave the coming generations nothing but expecta¬ 
tions of new discoveries and probable substitutes. 


Population 


Generally a rapid rise in population accompanies rapid 
economic development. Empirical evidence supports such a 
conclusion. England during the industrial revolution, the 
U.S.A., Japan, and other countries in recent times, have all 
experienced such a process. Many of the underdeveloped 
countries of today, which exhibit a backwardness in the indus¬ 
trial production and a predominance of agriculture, are also 
more or less experiencing a process of population-growth like 
that which the more fully developed countries underwent after 
the industrial revolution. 

In the underdeveloped areas, there is already a teeming 
population, and it is increasing at a_very high rate. This is 
due, partly to the high birth rate prevailing in these regions, 
and partly to the recent introduction of Western medical and 
hygienic techniques which have effectively curtailed the 
rigours of many diseases and epidemics, and brought about 
a steep.fall in the death rates of these areas. Thus, in the 
initial stages, population may increase even without any 
appreciable economic development. Another point worth 
noting is that a decline in death rates inevitably precedes a 
decline in birth rates. If there is to be a desire to reduce 
the birth rates, then some measure of education and a favour¬ 
able environment will be necessary. Education and allied 
measures thus mean a further automatic fall in the death 
rate, even if not immediately followed by a decline in the 
birth rate. As Frank Notstein says, “ the more rapid res¬ 
ponse of mortality than fertility to the forces of modernisa¬ 
tion is probably inevrtgj^e^^^ 4 ^gsir e to reduce morta- 
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Utv is universal, but there is not the same unanimity about 


the need to reduce fertility. Here it is not only a question 
of the well-being of the aggregate, but also the rights and 
well-being of the individual. The right adjustment between 
mortality and fertility cannot be achieved quickly. In the 
immediate context, what we usually witness is the conjunction 
of lower mortality and higher fertility, the consequence being 
rapid population increase. 

Thus, in the underdeveloped areas, the feeling of over¬ 
population will be widely prevalent, and this is mainly due to 
the fact of vast masses of people being underemployed. 
Backward economies are mostly agricultural and the majo¬ 
rity of people are bound to be on a bare subsistence level; 
even if a sizeable number of agricultural labourers is removed, 
there is unlikely to be any fall in production. But this itself 
is an advantage, because such economies have large resour¬ 
ces of unutilised or but partly utilised man-power which 
could be used to step up production in non-agricultural sec¬ 
tors and thereby assist in capital formation. 

Viewing from one angle, however, underdeveloped 
countries cannot be called over-populated. Over-population 
in the ordinary sense means that there is not enough food for 
everybody, and the purpose of economic development is to 
satisfy the wants of all. While it is true mostly that the 
underdeveloped countries are over-populated because there 
is not enough food for all, it is no less true that the produc¬ 
tivity of the underdeveloped countries also is very poor. 
For example, an Italian agricultural labourer produces double 
the amount which his Indian counterpart produces. Not only 
in agriculture, but in the other fields also, the output by the 
backward economies is lower than that of the mature econo¬ 
mies. Thus, as there are immense possibilities of improving 
the agricultural and industrial productivity of the under¬ 
developed countries, more attention could be given to the 
increase of the per capita production than to the decrease of 
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the birth rates. Another line of action to fight over-popula 



tion would be to embark on industrialisation. In the sphere 
of industrialisation the law of increasing .returns comes into 
operation, and every increase in population will make the 
process of industrialisation more profitable, because with 
more people, a more extensive application of the principle 
of 4 division of labour ’ would be possible. Thus the over- 
populated but underdeveloped countries need not altogether 
despair about their predicament. As Dr. Colin Clark points 
out, “ The amount of capital required per head im these 
countries is generally equaI_tojdxrut four years income pejr 
head .... This means that, to cover an increase in the labour 
force of 1 per cent, a capital investment equal to 4 per cent 
of the national income will be necessary. We thus get a 
very simple fuIeT^Take the expected rate of population 
increase and multiply it by four. This gives us the percen¬ 
tage of national income which has to be invested in order 
to provide employment, of the same average kind as now 
exists, for the decreasing population/. This investment may 
come from internal savings or external borrowing. It is only 
in so far as the rate of investment exceeds the rate of popu¬ 
lation increase multiplied by four that anything will be left 
over for industrialisation or for raising standards of real 
income per head 

This closely reasoned statement shows clearly that eco¬ 
nomic development alone can be the effective remedy to the 
threat of over-population. Once adequate economic develop¬ 
ment takes place, the birth rate also will automatically fall, 
*for, as Mrs. Joan Robinson says, “ the drop in the birth rate 
!which has frequently followed after a fall in the death rate. 
Iso as to,slow down or reverse the growth in population, is 
clearly connected with the rise in the standard of lifij and 
the change in the mental attitudes that accompany indus¬ 
trialisation, but, again, it follows laws of its own, which are 
by no means perfectly understood, and which cannot be 
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reduced to a simple function of changing productivity % The 
drop in the birth rates may not be exactly due to economic 
betterment, but due rather to — as Bauer and Yamey sug¬ 
gest — “the improved status of woman and the greater 
variety of ways in which leisure can be used 

However, in the transitional periods, a measure of pri¬ 
vation to start with and austerity over a fairly long time are 
unavoidable. But drastic measures to cut birth rates like 
birth control, abortion, etc. will not help to alleviate human 
misery; the remedies may actually prove worse than the 
disease! Any little reduction in the birth rate will be 
swamped by the enormous decrease in the death rates, and, 
besides, the institutional set up, coupled with the high cost 
f such measures, will make them impracticable. 



Capital Formation 


Industrialisation as we saw just now becomes a neces¬ 
sity to the underdeveloped country, not only for increasing 
the income, but also for reducing the difficulties caused by 
over-population. On the other hand, capital formation is a 
! prime necessity for rapid industrialisation. Rapid capital 
( formation holds the key to higher productivity per man, rising 
jlevels of income, full employment, increase in consumer 
'goods and services, etc. Realising this, the various under¬ 
developed countries attempt to increase their capital stock. 
Capital is also necessary for increasing the productivity of 
agriculture. We mean here by capital savings that could be 
invested on machinery, buildings, factories, tools, engines, 
etc., etc. In the words of Bauer and Yamey, “ By capital is 
meant the accumulated stock of resources which contributed 
to a larger flow of goods and services through time, or which 
serves as a reserve sustaining a higher level of consumption 
at a fame of more urgent demand or need that would other¬ 
wise be possible The use of these implements gives more 
power to the labourers. One of the characteristics of econo- 
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mic growth is to increase the productivity per man. The rate 
of technical progress (given the scientific knowledge) strictly 
depends upon the conditions which limit the rate of accumu¬ 
lation of capital, for knowledge without the means to turn it 
to practical use cannot contribute to material or economic 
progress. Capital provides machinery and the other means 
of increasing the power of the labourers, which in turn 
increases production. Thus economic progress would 
appear to hinge a good deal on capital accumulation. 

How much capital is needed for the economic growth 
of a country? A satisfactory answer to this question is 
very difficult to formulate, for so many factors will have 
to be taken into account in fixing the limit for capital 
requirements and formation. 

Even in advanced countries the normal periodic re¬ 
placement of existing equipment needs some capital which 
will be about 3-4 per cent of the national income. Apart 
from this, in order to maintain the old level of standard of 
living in the context of increasing population, a certain addi¬ 
tional amount of capital formation will be necessary. It 
is held that for a population growing at the rate of li per 
cent per annum, the rate of investment needed for main¬ 
taining the per capita income constant is generally between 
4-5 per cent of the national income. 

While on the one hand a low rate of capital formation 
(say 3 per cent of the national income) will be normally 
sufficient for economically advanced countries, it is on the 
other hand only in such countries that one can find scope 
for rapid capital accumulation * thus we are faced with the 
paradoxical phenomenon that where the need is least, the 
propensity (or the ability) to capital accumulation is also 
the greatest! It is very interesting to study what percen¬ 
tage of the national income has flowed into investment 
during periods of expansion in some of the advanced coun¬ 
tries. In England, 10 per cent of the national income^ was 
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saved and invested during the years 1870-1913. M 
U.S.A., the rate of capital formation for these years was 
13-16 per cent of the national income. In Japan, the 
capital formation was- at an average of 12 per cent of the 
national income during the years 1900-1909, 17 per cent 
during 1909-1920, and again 12 per cent during 1920-1929. 
In England the national income shot up by 150 per cent 
between 1870-1913. In the U.S.A. the national income 
went up by 500 per cent, and the per capita income by 130 
per cent. In Japan, in spite of the vast growth in the popu¬ 
lation, the per capita income doubled itself between 1878 
and 1912, and again between 1913 and 1938. In Soviet 
Russia the capital formation was of the order of 20 per cent 
of the national income, and the total national product 
increased by 130 per cent during 1928-1940. In India, the 
national income has increased by 18 per cent during the 
5 years between 1950-1 and 1955-6, and the per capita 
income has registered an increase of 11 per cent during 
the same period. In 1950-1, 4.9 per cent of the national 
income was invested, and in 1955-6, 7.3 per cent was like¬ 
wise invested. 

It is, however, not very profitable to make comparisons 
between countries and between widely separated periods. 
Investment, income, expenditure, etc. are conditioned by 
many complex factors — social, psychological, cultural — 
and hence one cannot say for certain what exact percen¬ 
tage of the national income should be invested. However, 
making a rough calculation, we can say that for an under¬ 
developed country with a very low standard of living and 
a rapidly increasing population, at least 20 per cent of the 
national income should be invested for achieving some 
appreciable increase in the per capita income within a 
reasonably short time. 

Even though, as above indicated, capital accumulation 
is an absolute necessity for the underdeveloped countries, 
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there is the element of physical difficulty in capital accumu 
lation. Accumulation is simply the total income minus the 
current consumption^ But, as Professor Boulding says, 
“ Where the level of production is low, the insistent demand 
of the bare necessities of consumption press continually 


against meagre outputs, and any accumulation is very diffi¬ 
cult. There must be, in fact, in each type of society some 
level of output below which accumulation is impossible, 
for as soon as anything is produced, the urgent need for 
consumption swallows it up. This explains the great diffi¬ 
culty experienced by any poor society in making pro¬ 
gress ...” We thus find a sort of v icio us circle in the 
economy of the underdeveloped countries. A very low 
national income with very little capital formation is the 
order of the day in the various backward countries. Even 
this little capital formation is neutralised by the population 


growth. 


/Means of Capital Formation 


What is presented above is, of course, a very extreme 
possibility. After all, countries that had once been poor 
have also saved sufficiently and made themselves economi¬ 
cally advanced. For one thing, in the various under¬ 
developed areas, extreme inequality in wealth is only too 
common ; since this is the case, there must be some scope 
for savings. Secondly, there is the possibility, according to 
a U. N. Report, “ of financing part of the required capital 
investment .. . by using the gold and foreign exchange 
which lie in the hoards of some private individuals in under¬ 
developed countries ”. There are also other methods of 
raising capital locally within a country. But this will mean 
drastic reduction of consumption by the people. 


I. Savings 


Savings, then, however brought about, is a necessity 
for economic growth. The availability of savings .will 
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greatly depend upon the institutions to hand. It is here 
that Government must help the economy. Government can 
employ more people in these institutions and start savings 
banks, cooperative savings societies, mutual societies, social 
security funds, etc. In the underdeveloped countries a 
sizeable part of the income comes from the rural sector, 
and it is in the villages that the savings institutions are 
!too few. Hence attention has to be paid to the village 
savers first. In most cases savings are low because of 
the imperfect or inefficient organisation of the banking 
facilities. Again, inequality of income is a crucial factor 
which affects the magnitude of savings. The saver must 
also be sure of high returns on the one hand and security 
on the other. 


II. Taxation 


Taxation is another method by which capital forma¬ 
tion could be achieved. In the first place, taxes can effecti¬ 
vely curtail consumption. Of course, taxes on incomes and 
profits after a certain point will affect investment adversely 
and will have a dis-incentive effect; and indirect taxes on 
consumption will be difficult to administer, besides being 
politically unwise at the same time. However, certain taxes 
levied on export-import business, wholesale trade, and 
certain luxury and socially tabooed goods like alcohol, 
tobacco, etc., will have none of the above effects. If the 
country goes the way of nationalisation (guardedly, not 
violently), then heavy taxation could be resorted to with 
a view to setting free resources from certain unwanted 
lines of investment. Sometimes, when there is an advantage 
in the terms of trade, Government will not let the 
exporters get the full benefit of the increased prices in the 
importing countries ; the state will try to secure the extra 
income of the producers through special taxes or export 
duties. .”5 -- 
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111, Deficit Financing 


There is, then, the method of deficit financing. This is 
also called the inflationary method of capital formation. 
Deficit financing signifies the direct increase in the gross 
national expenditure through budget deficits, whether they 
are on revenue or on capital account; in other words. 
Government spends more than its income. The additional 
money is got by running down its accumulated balances or 
by borrowing the money from the central bank, thus simply 
| ‘ creating ’ new money. The rationale of deficit financing is 
I that it drives a larger share of real sources into productive 
investment, thereby utilising the hitherto unutilised resour¬ 
ces. On the other hand, deficit financing will prove dan¬ 
gerous if there are, as a matter of fact, no untapped resour¬ 
ces. Besides, the scope of deficit financing at any particular 
time must be judged in the light of the cost of living trends. 
When costs of living are high, increased purchasing power 
; injected into the economy will lead to an increased demand 
for wage goods, and thus push the costs of living further. 
In such a situation physical controls like rationing, price 
ceiling, etc., will be necessary if excessive deficit financing is 
to be embarked upon. The introduction of physical controls, 
however, must mean a partial or proportionate negation of 
democracy. Nevertheless, if the supply and distribution of 
food and other necessities of the people could be organised 
for the minimum needs of the people, the dangers of deficit 
financing could be kept in check. But without such a firm 
and clear policy regarding physical and monetary controls, 
and without continuity in that policy over a period of years, 
deficit financing would prove very dangerous indeed — 
dangerous to the economy and fatal to the democratic way 
iof Ufe. 

Deficit financing or no deficit financing, in a develop¬ 
ing economy some rise in the price level is perhaps Jaievi- 
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table, and moreover inflation by itself need not be very 
harmful in all cases. As Mr. Arthur Lewis says, “ Some 
• inflation is helpful in economic development, provided it 
is kept within bounds. - If prices are rising at a rate less 
than the rate of interest, there is no profit in speculation. 
Hence, if prices rise on the average by three or four per 
cent per annum, we can have all the advantages of inflation 
for capital formation without much danger that this will give 
rise to a speculative boom and to a flight from money — 
especially if the movement is punctuated every three or 
four years by a little deflation in prices ”. 

In all underdeveloped but expanding economies the 
demand for money arises because of the rapid economic 
growth in all sectors. Again, as the income of the country 
increases, the monetary sector also widens. This increase 
in the money .circulation enables Government to borrow 
more. But this source will not actually yield much. The 
fact of the matter is that inflation is both a troublesome 
and an almost unavoidable trend in developing economies. 
The process of inflation brings about a redistribution of real 
incomes if there is no proportionate rise in incomes. Fixed 
income recipients become poorer in real terms. The 
volume of savings rises because the marginal rate of saving 
of the gainers is generally greater than that of the losers. 
Now, who are the gainers in times of inflation ? The gainers 
will, after all, be the businessmen and not people in the 
fixed income groups, and it is well known that business¬ 
men will save more than the others. The protagonists of 
deficit financing therefore stress this fact and suggest that 
the people who benefit from inflation will include a large 
number of industrialists and businessmen who will natu¬ 
rally hjive a high propensity to save. This argument is, 
perhaps, too naive. A mild dose of inflation will no doubt 
encourage development, because the price level will increase 
and fignee investors can anticipate good profits with reason- 
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able certainty. Again, to quote Mr. ArthuLLewis, “infla¬ 
tion for the purpose of capital formation is in due course 
selMestructive. The inflation has three stages. Prices rise 
sharply in the first stage while the capital is being created. 

In the second stage the inflation may peter out of its own 
accord because the rise in prices has redistributed income 
in such a way that voluntary saving is rapidly catching up 
with investment. Then in, the third stage prices fall, ls~the 
additional output of consumer goods made possible by the 
capital formation begins to reach the market. It is only 
the first stage that is dangerous and painful ”. Optimistic 
as it all is, there is nevertheless the need for extreme cau¬ 
tion in respect of inflation and deficit financing. Desirable 
as inflation may be to stimulate capital formation for econo¬ 
mic growth, this should always be weighed against the un- 
escapable economic and social disadvantages^ that inflation 
brings in its wake. Even to achieve the limited benefit of 
promoting capital formation calls for what Bauer and 
Yamey have described as “ ideal conditions ” and “ wise 
management ”, while the disadvantages could be widespread 
and sometimes even catastrophic. 

IV. Foreign Capital and Foreign Aid 


There is also another way of achieving rapid capital 
formation, namely the migration of capital from one coun¬ 
try to another. Even as water flows from a higher to a 
lower level, in a free enterprise world where there are no 
economic restrictions, capital will flow automatically to 
those places where there are prospects of the highest returns. 
Thus, foreign capital has played a notable part in the eco¬ 
nomic development of the major powers of today. The 
U.S.A*, Canada, and Australia are some of the nations 
which have greatly benefitted in the past through thd infu¬ 
sion of; overseas capital. It is not surprising therefore that 
foreign investment in the underdeveloped countries has 
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recently become a very important factor in their economic 
development. In the first place, such capital enables the 
backward country to have sufficient capital without undue 
hardship, and, in the second place, foreign capital eases the 
balance of payments difficulty arising out of economic 
growth. On the contrary, the migration of foreign capital 
also raises certain barriers. The underdeveloped countries 
cannot escape the suspicion that the foreigners, by control¬ 
ling important sectors of the economy, may also try to influ¬ 
ence or control the policies of the governments concerned, 
thereby encroaching upon their sovereignty. Again, the 
advanced capital-exporting countries feel that they will ulti¬ 
mately be the losers if the underdeveloped capital-import¬ 
ing countries resort to nationalisation or expropriation. 
Heavy double taxation is another deterrent which affects the 
free flow of foreign investment. In one way or another, the 
climate is rather unfavourable today for the unrestricted 
migration of capital from the richer advanced to the poorer 
undeveloped countries. 


It must also be remembered that however much foreign 
capital may be beneficial to the economic progress of a 
country, undue reliance should not be placed upon it. Self- 
reliance should always come first. v People must be ready 
to undergo hardships within measure before they can enjoy 
ithe fruits of economic development. At best foreign capi¬ 
tal could be only complementary to fully mobilised local 
capital, not take its place entirely. 


Foreign capital may also take the form, not of invest¬ 
ment on a simple business footing, but of economic aid by 
a rich to a poor country. After two global wars, the world 
has gone past the idea of one country directly ruling another. 
But habits of colonialism die hard, and the richer, more 
advanced countries are not unwilling to gain a veiled eco¬ 
nomic—if not also political—footing in the backward or 
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underdeveloped countries. As against this, the world has 
become a really small place on account of the cpnquest of 
distance. Today the people in the richer countries cannot 
remain as ignorant of the actual economic plight of the 
people in the poorer countries as was possible at one time. 
Like the welfare state idea, the ‘ welfare international state ’ 
idea also is very dimly being visualised. It thus becomes 
a matter of policy as well as morality for the richer nations 
to give economic aid to the poorer nations. Such aid has 
been forthcoming from governments as well as private 
agencies to the underdeveloped countries in various forms— 
f outright gifts, loans on easy terms, technical advice, supply 
| of machinery, etc. But the suspicion is always there that 
the purely moral sanction behind such aid is often tinged 
with selfishness and calculation. The ‘ aid ’ almost becomes 
a ‘ bribe ’—in a wider rather than the strictly juridical sense 
—and Dr. Myrdal rightly says that “ attempts in the post¬ 
war world to give economic aid with attached political 
conditions ” really belong to the category of such “ bribes ”. 
But beggars can seldom be choosers, and the underdevelop¬ 
ed nations may be obliged in certain situations to accept 
these aids, but they should at least know what they are 
doing. Two circumstances, on the other hand, help the 
underdeveloped countries today, provided they know how to 
play their cards wisely. There is, firstly, the very real, com¬ 
petition between the richer nations, and the poorer country 
may try to get help from all without blindly aligning itself 
with any of the former. Secondly, the poorer nations also 
have a place in the UNO, and are in a position to make 
themselves heard in the counsels of the world. All the 
same, great circumspection is needed, whether it is a ques¬ 
tion of inviting or permitting the flow of foreign, capital 
or accepting foreign aid. One thing must be firmly borne 
in mind, however ; the easy habit of borrowing and spend¬ 
ing without any serious attempt to put forth our ovjp best 
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effort and make good would, in the long run, ruin ourselves 
and destroy our credit in the. world. 


Other Factors of Economic Development 


1. Scientific and Technological Education 

Capital formation, however, important as it is to econo¬ 
mic progress, cannot by itself achieve it. Economic growth, 
as Bauer and Yamey point out, “is the result of a combi- 
| nation of social, cultural, political, and economic changes 
J which in turn brings about further changes Even as 
words by themselves do not make a poem but the poet has 
to make proper creative or artistic use of them, capital too 
needs the right type of people to utilise it and start the dyna~‘ 
mic phenomenon of economic progress. As we saw earlier,, 
the people must have the desire for and the will to progress. 
They should possess sufficient skill and aptitude in using the 
physical assets, and further there is need for training in 
science and technology, and the numerous technical know¬ 
hows. People Tieed, not only scientific knowledge, but also 
the keenness, ingenuity, and resourcefulness to use it for 
practical ends. Finally, it is not enough to collect or accu¬ 
mulate capital somehow ; right decisions regarding the forms 
which capital should take and the specific purposes which 
the capital should serve should also be taken. Here comes 
the need for the intelligent and efficient manager or admi¬ 
nistrator. Thus, scientific and technical education and admi¬ 
nistrative or managerial efficiency are two necessary factors 
in rapid economic development. To quote Mr. Arthur 
Lewis again, “ Economic growth depends both upon techno¬ 
logical knowledge about things and living creatures, and 
also upon social knowledge about men and his relations 
with his fellow men The view is sometimes foolishly 
held that only the first is essential; but the second is no 
less important, because it enables man to organise his 


society properly, eliminate waste, and distribute happiness 
among the members of the society equitably. 

In the underdeveloped countries the essential need is 
the adaptation of existing knowledge to practical ends. 
Unfortunately, however, most of the underdeveloped nations 
are little receptive to new ideas. Technical innovations 
based on new ideas will be freely accepted and utilised 
only in societies which are used to a climate of change and 
have a practical -bent of mind. Thus even here we see 
how psychological factors are hardly less important than 
the physical, how indeed the former often control the latter 
for the better or for the worse. However, the backward 
countries of today are fo rtun ate in one respect : there is 
already a fund of accumulated technical knowledge gathered 
by the various advanced nations, and this could be wisely 
used by the underdeveloped nations. Even so, it would be 
unwise for the backward countries to depend upon the more 
advanced nations for technical assistance for all time to 
come. They must foster their own scientific talent also 
and contribute their own mite to the total pool of human 
knowledge. 

Further, research is needed even to fit the techniques 
that have proved fruitful elsewhere to the values and con¬ 
ditions of the backward country embarking on a programme 
of economic development. Such research should embrace 
the fields both of science and technology on the one hand 
and social studies on the other. Thus arises the need to 
give the highest possible priority to higher education and 
research, fundamental as well as applied. Difficult and 
ambitious as it may appear, it has to be boldly and wisely 
attempted. Since the economic development of a country 
cannot now be left to the mercy of chance, a scientific 
approach to the problem is necessary ; and here a study of 
functional relationships in the social system leading to a 
knowledge of what has been called “the coefficient of 
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circular causation between all the factors in the system” 
will come very handy. Above all, the call is, as Dr. Myrdal 
reminds us, for young economists in the underdeveloped 
countries “ to start their thinking afresh from a study of 
their own needs and problems. This would then take them 
far beyond the realm of both outmoded Western liberal 
economics and Marxism ”. Research should be a compre¬ 
hensive and dynamic process, linking together the different 
areas of knowledge and fields of activity, and facilitating a 
programme of practicable economic and social growth. 


II. The Role of the Entrepreneur 


Now comes the need for the entrepreneur : in other 
words, we need people who are willing to take reasonable 
risks investing capital to produce goods and services. 
The efficient entrepreneur perceives new opportunities for 
profit by utilising the available resources, and he has 
besides the ability to exploit these opportunities. To put it 
in another way, entrepreneurs are those people who, while 
engaged in the adventure of making profits from the ex¬ 
ploitation of a group of new factors of production, take 
the final decisions in instituting new methods in place of 
I the old. Invention and entrepreneurship usually go hand 
jin hand. Knowledge is essential, but it is equally neces¬ 
sary to have the talent to utilise the available knowledge. 
This second function is performed by the entrepreneurs. In 
India, for example, the late J. N. Tata was a pioneering 
entrepreneur, and it is thanks to his foresight and enterprise 
that India has today a large iron and steel industry. The 
available quality and quantity of entrepreneurship is thus 
a crucial factor in the economic development of any 
country. 

Entrepreneurs generally come from certain sections of 
the community. For example, the Jews have done a great 
service as entrepreneurs to many present-day advanced 
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growth was mainly due to 
the push and entrepreneurship displayed by the Osaka 
merchants who, as Mr. Ichiro. Kawasaki says, can be 
“ ranked with the Jews and Armenians as the world’s 
smartest traders In India, the Parsees, the Marwaris, 
the Gujarati Banias, and the Tamil Chettiars have contri¬ 
buted the majority of business-minded persons. However, 
because of general poverty and almost unrelieved misery 
there is very little entrepreneurial talent left in the under¬ 
developed nations. 

Among other reasons which inhibit entrepreneurial 
qualities from coming out, “ the force of custom, the 
rigidity of status, and the distrust of new ideas and of 
exercise of intellectual curiosity, combine to create an 
atmosphere^ inimical to experiment and innovation. The 
collectivism of the extended family, the village, the clan or 
the tribe also inhibits innovation because the rewards, if 
any, have to be shared widely. The innovator disrupts the 
established order of things in promoting new activities and 
is therefore often an object of suspicion. The low level of 
capital also hampers innovation ”. In order to remove such 
social obstacles to successful entrepreneurship, people 
should be educated and made to see the new possibilities 
of achieving a higher standard of living. The low level of 
entrepreneurial activity is a major reason why the govern¬ 
ments of the underdeveloped countries are obliged to take 
a leading part in the process of economic growth. It is 
also necessary to encourage the entrepreneurial class and 
thus give incentives to private enterprise. 

HI. Role of Government 

This naturally takes us to the role of Government in 
the dynamics of economic development. The policies and 
activities of Governments can play a major, an almost 
decisive, part in either stimulating or strangulating economic 
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activity. In the Western countries, a high degree of free¬ 
dom has till recently been characteristic of the economic 
life of the people. The state was content with the discharge 
of police functions (i.e. the maintenance of law and order, 
defence, currency) and duties relating to education and 
public health. The right to property and freedom of 
\contract and competition have thus been the corner-stones 
of this type of economy. 

However desirable or efficient this type of economy 
might have been for certain nations at certain periods of 
history, it cannot be denied that it has defects of its own. 
Private investors tend to become monopolistic, and thus try 
to take an undue advantage over the consumers, There is 
also reluctance on the part of these capitalists, whose aim 
is maximum profit, to invest on projects beneficial to the 
public. Many vital projects, however necessary for the 
well-being of the people or the country, will not be touched 
by private individuals, if those projects hold out prospects of 
but poor returns. It is also only too true that the mere 
capitalist does not care very much for the future of the 
community or the country, and hence he is apt to waste the 
existing natural resources rather indiscriminately. Such 
waste of resources generally occurs due to individual deci¬ 
sions not fitting properly into the whole scheme of national 
economy. Lastly, the free enterprise system is highly 
susceptible to booms and depressions which cause untold 
sufferings to large masses of the people. 


State Control and Free Enterprise 

In order to forestall these dangers, state intervention 
becomes necessary. In the case of the U.S.S.R., which is 
no doybt an extreme case, every aspect of the economy has 
been controlled by the state. However, this has meant, in 
effect, the negation of democracy as understood in the U.K., 
the lj.S.A., or France. 





ors in Economic Progress 


'SL 


.i: Most of the underdeveloped countries are now-a-days 
placed in a peculiar situation. They have but recently been 
liberated from colonial rule, and they wish to follow the 
path of democracy, however strewn with difficulty it may 
be. As we saw earlier, they cannot depend upon private 
enterprise fully, and hence they must of necessity take re¬ 
course to state action for economic development. Even if 
the private sector is allowed to function, the state needs 
must have ample control over the economic life of the 
nation. In fact, in the initial stages, Government will not 
have sufficient or efficient personnel to launch a programme 
of economic development; it must develop its administra¬ 
tive machinery first. In the meantime. Government can 
help private enterprise to grow in a variety of ways by giving j 
it massive orders, credit facilities, tax reliefs, etc. Govern¬ 
ment must, however, set before private enterprise some 
definite economic goals and even indicate the pace of the 
progress towards them ; Government, again, must assess 
the resources of the country and try to allocate them in an 
order of priorities, judged by the needs of the nation. Gov¬ 
ernment must also see that there are no misdirections or 
wastages, and see that projects which will serve the people 
as a whole are bravely undertaken and carried out success¬ 
fully. Communications, Railways, Health, Hygiene, and 
Education are some of the important items which, it 
expanded, will greatly raise the productivity per man. 
Hence it is the duty of the state to give topjmonty to these 
items in the initial stages of development. Finally, the 
state must itself develop those projects which will not be 


undertaken' by the private investors. 

These paramount considerations apart, there are also 
other factors conducive to economic development: banking, 
currency, law and order, etc. In the underdeveloped coun¬ 
tries these services are generally inadequate and inefficient, 
and therefore a toning up of the economic and poetical 
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of the country will greatly 
rowth as well. 

see that wise and effective control over the 
economic life of the country is necessary if real progress is 
to be achieved. This does not, of course, mean that private 
enterprise, should be altogether stifled. It is true that profit 
is the main motive force in the private enterprise system. 
It is no less true that a completely state-controlled economy 
has little to fear from business cycles or inflation, even if 
it also means the denial of freedom. Nevertheless, the 
profit motive has after all been powerful enough to develop 
some countries into great economic powers. Hence the 
underdeveloped countries should utilise this motive also to 
increase the pace of economic development. Again, for the 
fullest self-expression of man, the play of freedom, however 
hedged in by unavoidable controls, is quite necessary. A 
judicious mixture of democracy and state control will there¬ 
fore be the ideal type of economic government for the 
underdeveloped nations. 

No doubt there is a tendency on the part of Govern¬ 
ment to increase its powers more and more and spread its 
tentacles over the whole life of the nation and invade every 
nook and comer of the citizen’s private and public life. This 
aspect of the problem is a problem for the political scien¬ 
tists, and it is the responsibility of the statesman to see 
that the nation and the people are not drowned in the 
waves qf totalitarian omniscience and exercise of omnipo¬ 
tence. ^Successful economic growth should not end as mere 
successful suicide ! 

Theory of Economic Growth 

JVe have seen so far the various factors of economic 
growth. There is no single economic theory which has 
integrated these factors into a logical system ; in other 
woqrls, there are no final criteria to explain why one country 
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is rich, another poor, or to indicate an easy infallible way 
for a poor country to become rich. Adam. Smith, Ricardo,, 
Malthus, Mill, Marx, Marshall, Schumpeter and a host ofl 
other eminent economists have given explanations regards 
ing the phenomena of economic development, but still no 
wholly satisfactory theory has emerged out of their specu¬ 
lations. It is perhaps due to this Tact that no pure theory 
of economic growth, based only on economic terms, is 
really possible. Economic growth is a complex subject 
sending out its creepers to many .other branches of know-j 
ledge like sociology, psychology, ethics, politics, history, 
etc. and getting entangled in them. Moreover, economic* 
growth has been so strikingly different in different coun¬ 
tries at different times that we have no uniform or wholly 
reliable data to serve as the basis of a comprehensive 
theory. 


Conclusion 

We may conclude accordingly that the process of eco¬ 
nomic growth of any particular country will not be exactly 

like that of any other country. Each country will have its. 

own institutional frame-work and its own range of natural 
resources. It would therefore be foolish on the part of 
the administrator to imp os e one particular type of econo¬ 
mic growth drawn from the experience of one country on 
the economy of another country. The movement of econo¬ 
mic progress of a country must follow its own path, based 
on its history, aptitudes, and other determining circum¬ 
stances. For example, one country may have rich potentia¬ 
lities for agriculture, but very few prospects of industna 
development; in such a situation it will be foolish to invest 
excessive capital in industries. Another country may ave 
a large population, and it will be unwise if capital intensive 
investment is made in that country, based on the experience 
of a country which had a limited population. It is not 
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meant, of course, that unprofitable investment should not be 
made in all circumstances, but what is essential is that the 
available resources should be utilised in an optimum manner 
so that they could give the maximum benefit to the people. 





TOWARDS PLANNING 


“ The State shall strive to promote the welfare of the 
people by securing and protecting as effectively as it may 
a social order in which justice, social, economic and poli¬ 
tical, shall inform all the institutions of the national life.” 

The Constitution of India. 
Indian Economy before Independence 

For some decades now, Indian leaders have been think¬ 
ing in terms of planning. How was an underdeveloped 
country to overtake the more advanced nations except 
through determined action, — in other words, planning? 
The British rulers had on the whole been content to carry 
on, and had hardly given a thought to the systematic deve¬ 
lopment of the country, although there was no paucity of 
resources or even opportunities. Some spasmodic action 
Railways and irrigation works, for example — had now 
and then given a fillip to the economy, but systematic and 
sustained action had been wanting. After all, India s 
economy was expected to play only a subordinate role, viz. 
supplying industrial raw materials to feed Britain’s indus¬ 
tries. To quote Mrs. Helen Lamb, “ Britain’s energies were 
focussed on developing raw materials for export in return 
for British manufactures, and in opening needed ports . 
Madras, Bombay, and Calcutta thus became the eyes and 
ears of Indian economy under the British dispensation. In 
the result, while Britain’s economic position steadily 
improved (at any rate, till 1914), India remained a back¬ 
ward nation, one of the most backward on the economic 
map of the world, notwithstanding the efforts of farsighted 
men like J. N. Tata, who did pioneering work in the virgin 
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industry despite “numerous handi 
the not quite helpful attitude of Government ”. 

It may be said that as early as 1930 at least, talk of 
economic planning was in the air and claimed urgent atten¬ 
tion. Among others, Sir Mokshagundam Visvesvarayya felt 
the paramount need for a planned industrial development of 
the country to meet the pressure of our growing popula¬ 
tion. The 4 grinding ’ poverty of the mass of the people of 
India was an unquestionable and indeed a palpable fact, and 
commanded immediate attention. While the population had 
increased by about 45% in 50 years, agriculture had re¬ 
mained our prime occupation, accounting for some 70% of 
the population. The area under cultivation had shown no 
very appreciable increase to meet the steady growth of popu¬ 
lation, and new techniques of cultivation hadn’t been 
adopted on a wide enough scale to alter the bleak position 
with regard to food production. Further, the economic 
depression of the nineteen thirties had dealt a crippling 
blow to the Indian agriculturist, and — notwithstanding 
appearances — he had not really recovered from it. Much 
of the previously accumulated gold hoard had had to be 
dishoarded, and what once left our shores, left for ever. 

Nor was our predicament any better on the industrial 
front. Our British rulers were wedded to their own classic 
policy of laissez faire, and thus industrialisation in India 
had proceeded but at a snail’s pace. Protection was 
anathema to the British, and Indian industry had conse¬ 
quently languished, unable to compete with the well- 
established industries in Britain, Germany, Japan, and else¬ 
where. What was a tonic for an advanced country like 
Britain had proved a poison to an underdeveloped country 
like ours. Compared to the phenomenal strides taken by 
the llS.A. or Japan in the course of two or three genera¬ 
tions, India’s, record had been pitiably poor. There was no 
scarcity of the main raw materials, but a combination of 
o 
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unfavourable circumstances had condemned us to industria 
backwardness and corroding poverty. 

One might have expected the War of 1939-45, at least 
to give a real fillip to Indian industry; for, whatever its 
attendant evils — and they are numberless — war is a 
hustler, and under its pressure much hectic activity is 
usually witnessed, especially in the industrial sphere. In 
times of war, many an industry is started to feed the 
ravenous war machine, and when the war is oyer, such 
industries are turned to the tasks of a peacetime economy. 
Being the most important Allied war base in South East 
Asia, India could have developed — as Canada and 
Australia did — into a first class industrial power, had the 
right measures been taken at the appropriate time. But 
this was not to be. As Dr. P. S. Lokanathan has pointed 
out, “ A number of industries which could have been 
established were prevented from being so established .... 
Total mobilisation of economic resources was never the 
objective, and at the direction of the Secretary of State or 
influenced by a desire not to compete with Britain, the 
■Government was interested in developing only such indus¬ 
tries as would not compete with British industry ”. 

1 

The National Planning Committee 


Although Government could not think in terms of 
national planning, there was however a growing feeling in 
the country that planning alone would solve our ills. Soon 
after the introduction of Provincial Autonomy in 1937, the 
Indian National Congress itself took the initiative and its 
President, Subhas Bose, convened a Conference of Minis¬ 
ters of Industries in Delhi in October 1938. It was agreed 
at the Conference that only large-scale industrialisation 
could solve India’s main problems, and it was accordingly 
necessary to prepare a comprehensive scheme of economic 
progress, providing for the integrated development of heavy, 


A Grammar of Indian Planni 

medium-scale and cottage industries in the context of India’s 
requirements and the prevalent circumstances in the coun¬ 
try. Presently a National Planning Committee was brought 
into being, with Jawaharlal Nehru as Chairman, and the 
economist K. T. Shah as Secretary. Defining Planning, the 
Committee said that under a democratic system it meant 
“ the technical co-ordination by disinterested experts of con¬ 
sumption, production, investment, trade and income distri¬ 
bution in accordance with social objectives set by organs 
representative of the nation. Such planning is not only to 
be considered from the point of view of economics and the 
raising of the standard of living, but must also include 
cultural and spiritual values and the human side of life ”, 
As Nehru himself later explained in his Discovery of India 
(1946), while ^feeling that for a really progressive standard 
of living for the people, the national wealth should be 
increased five or six times, the Committee nevertheless 
considered a 200-300% increase within 10 years as a more 
practicable proposition. Even with this increase, it should 
be possible to give a more balanced diet, and more clothing 
and better housing facilities to the common people. As 
regards the dangers of central planning, Nehru optimisti¬ 
cally declared : 


“Planning, though inevitably bringing about a great 
deal of control and coordination and interfering in some 
measure with individual freedom, would, as a matter of 
fact, in the context of India today, lead to a vast increase 
of freedom. We have very little freedom to lose. We 
have only to gain freedom. If we adhered to the demo¬ 
cratic state structure and encouraged co-operative enter¬ 
prises, many of the dangers of regimentation and concen¬ 
tration of power might be avoided.” 

The National Planning Committee was quite an expert body, 
and breaking into a number of sub-committees did valuable 
fact-finding work and issued several useful reports on 
various aspects of national planning. Among the subjects 



Awards Planning 

. : .<' / 

covered were public finance, labour, industry, and agricul¬ 
ture. Although the war impeded its work greatly, it should 
not be forgotten that the Committee did much spade work 
which facilitated fuller planning at a later stage. 

The Bombay Plan 

The bleak war years were a period of general frustra¬ 
tion in the country, and it appeared as though the war would 
go on for ever. But behind the suffering and the frustra¬ 
tion, there was some thinking also about the peace to come 
and the problems of reconstruction. Sir William Beveridge 
was thus giving a new hope to the people of Britain by his 
schemes of social security. Roosevelt’s enunciation of the 
Four Freedoms was vaguely inspiring and even people in 
India could not but be moved by it'. The people’s leaders 
were in prison, inflation and high prices were characteristic 
of the nation’s economy, and the political situation was un¬ 
promising on account of Hindu-Muslim differences. The 
National Planning Committee, after some brilliant work to 
its credit, went apparently into suspended animation. It 
was now that some of the leading industrialists of India, viz. 
Sir Purushottamdas Thakurdas, J. R. D. Tata, G. D. Birla, 
Sir Ardeshir Dalai, Sri Ram, Kasturbhai Lalbhai, A. D. 
Shroff, and Dr. John Matthai took counsel together and 
issued ‘ A Plan of Economic Development for India other¬ 
wise known as the Bombay Plan, in 1944. This Plan out¬ 
lined a mammoth scheme of post-war economic develop¬ 
ment to be carried out in about 15 years, divided into three 
periods of 5 years each. The objective was “ to bring about 
a doubling of the present per capita income within a period 
of 15 years from the time that the Plan comes into opera¬ 
tion The population was expected to increase at the rate 
of 5 million per year, and in 15 years the increase would 
be 75 millions. Thus to effect a doubling of the per capita 
income by 1960, it would be necessary to plan for a trebling 
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of the “ present aggregate national income This could be 
accomplished, the Plan thought, by doubling roughly the 
agricultural output and increasing industrial output to about 
5 times the 1944 levels. Without affecting the mainly agri¬ 
cultural character of the Indian economy, the execution of 
the Plan was nevertheless expected to reduce the present 
preponderance of agriculture and give a due place for indus¬ 
try. The Plan, besides, pleaded for a National Government 
of the federal type, the institution of a Central Planning 
Authority, and the recruitment of a large cadre of trained 
personnel. The cost of the Plan was tentatively indicated 
by the figure of Rs. 10,000 crores, to be spent over the 
entire period of 15 years. “ In a planned economy ”, the 
authors of the Plan airily declared, “ we are primarily think¬ 
ing in terms of commodities and services. Money or finance 
therefore is completely subservient to the requirements of the 
economy as a whole 

The central idea of the Plan was evidently to promote 
basic industries like iron and steel, cement, power, engineer¬ 
ing, and chemicals, and at the same time to increase the 
production of consumer goods (here anticipating in some 
measure the Mahalanobis Plan of ten years later), striking a 
balance between the long term and short term imperatives 
of Indian economy. Industrial production was to be 
increased to 500% and agricultural production to 230% 
of the 1944 levels, with an enormous switch-over of man¬ 
power from agriculture to industry. The all-round deve¬ 
lopment of the country was to cover, not only agriculture 
and industry, but also transport and communications, social 
services like education and public health, and better wages 
for labour and full employment. Sums were allotted under 
various 0 heads, viz. Rs. 434 crores for Railways, Rs. 413 
crores for Roads, Rs. 50 crores for Ports, Rs. 400 crores 
for irrigation canals, Rs. 195 crores for model farms, 
Rs. 5g crores for wells, and Rs. 200 crores for soil conser- 
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vation, etc. Besides these non-recurring items of expendi¬ 
ture, ample provision was made for recurring items also. 
But the really crucial question was finance — How was the 
Plan to be financed, and who was to finance it? The 



questions couldn’t be shirked, and so 

the Plan 

gave the 

following figures : 

External Finance 

(in crores of rupees) 

Hoarded wealth 

. . 

300 

Sterling securities 

. . 

1000 

Favourable balance of trade 

. . 

600 

Foreign aid 


700 


Total 

2600 

Internal Finance 

Savings 

• . 

4000 

Created money 


3400 


Total 

7400 

A fine example of a Capitalistic Plan, it is 

interesting 


to note that the Bombay Plan did not bother to discuss the 
distribution aspects of the problem. An ambitious though 
by no means a perfect Plan, it was content to draw the main 
outlines of a vast expenditure programme. But to plan 
the future on this national scale must necessarily involve a 
complicated organisation to work out the details, to resolve 
conflicts, to take decisions. The authors of the Plan had 
no constructive suggestions to offer on these matters. As 
Mr. Seymour E. Harris rightly says, “ The planners spread 
light over the distant goal; but they make no attempt to 
build the road to it, or even remove the under brush. Their 
plan is little more than a statement of objectives, and an 
exercise in arithmetic ”. Moreover, the Bombay Plan came 
in for legitimate criticism because it seemed to tyve too 
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much importance to industry and too little to agriculture. 
Further, it wasn’t very wise to call for the creation of 
Rs. 3400 crores for development immediately after a long 
and expensive war that had already brought about an 
alarming inflationary situation. Finally, the Plan didn’t 
clearly elucidate the relation between State and private 
enterprises (the ‘ public ’ and ‘ private ’ sectors) with regard 
to ownership and control of new economic activity in the 
post-war years. 

The People’s Plan 


Although the authors of the Plan had claimed that 
they had tried to combine social planning with individual 
freedom since the traditional distinction between Socialism 
and Capitalism had lost much of its force in the altered 
conditions of our time, it was but natural that the popular 
view should be that the Bombay Plan was but a Capitalist 
Plan, and merely to say so was to condemn it! At any 
rate, it provoked the Indian Federation of Labour and its 
leader Mr. M. N. Roy to formulate a People’s Plan, profes¬ 
sedly Socialistic in its main inspiration. While advocating 
the nationalisation of industries and mines, the People’s 
Plan (or the Roy Plan, as it is sometimes called) did not 
seek to blot out the private sector altogether. Some scope 
was still given to private enterprise in industry, but the 
profit motive was to be minimised as far as humanly pos¬ 
sible. On the other hand, the People’s Plan went one 
better than the Bombay Plan in the matter of outlay as 
also the proposed pace of economic development. Thus 
it envisaged an expenditure of about Rs. 15,000 crores, 
spread over only 10 years, the order of priorities being indus¬ 
tries, housing, agriculture, communications, education, and 
public health. The production of consumer goods was 
given a special priority, because the authors of the Plan 
thought that it might prove “ considerably harmful to start 
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with half-filled bellies and half-clad bodies thinking in terms 


of automobiles and aeroplanes Agriculture received due 
emphasis, thus rectifying a serious defect in the Bombay 
Plan. In its distributional aspects, too, the People’s Plait 
scored over the Bombay Plan. As for the targets, the aim 
was to increase agricultural output through mechanisation 
and other means by 400%, industrial output by 600%, and 
the standard of living of the masses by 300%. Again, the 
railway mileage was to be increased by about 60%, involv¬ 
ing an expenditure of about Rs. 600 crores, while new road 
construction and shipping expansion was to account for a 
capital expenditure of another Rs. 600 crores. 

Impressive as some of these figures appeared to be, it 
was clear on the other hand that the Plan was impossible 
of implementation. Besides being all too vague in many 
vital respects, it gave little attention to the all important 
problem of finance. No doubt definite figures were given, 
and the sources from which such vast sums were to be 
derived were also indicated : 


(in crores of rupees) 


Sterling balances 

Initial finance (estate duty, death duties, 


450 

■jr 



810 


inheritance tax, etc.) 

Income from agriculture for reinvest¬ 


ment during the period of the 


10,816 

90 


Plan 

Income from nationalised land 
Income from industries for reinvest¬ 


ment during the period of the 
Plan 


2,834 


Total 15,0p0 


The self-financing principle involved in the above estimates 
viz. investing only Rs. 1600 crores during the first 3^years 
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the rest of the Plan with the 
investment, a process that was supposed 
to yield over Rs. 13,500 crores, was almost an Alnascharian 
fantasy. Further, the entire agricultural land was expected 
to be nationalised, “ thus leaving no intermediary between 
the cultivator of the soil and the State”. Compensation 
was fixed at Rs. 1,735 crores to the landowners, rent- 
receivers, etc., to be paid, not in cash, but in the form of 
3% self-liquidating forty-year bonds — a provision as 
Utopian as the Wardha Scheme of self-supporting educa¬ 
tion ! Nevertheless, the People’s Plan served both to focus 
interest on principles of planning and to expose some of the 
more undesirable features of the Bombay plan. Thesis had 
provoked its antithesis, and one had as little chance of 
general acceptance —* much less of implementation — as 
the other. 



fruits of 



this modest initial 


Thf Gandhian Plan 


Like the Bombay Plan and the People’s Plan, the 
Gandhian Plan too was issued in 1944. Its author, 
Shriman Narayan (Agarwal), had for some years been 
rather close to Mahatma Gandhi in a physical as well as 
an ideological sense, and was hence admirably fitted to 
carry out his self-imposed task. As an experiment in plan¬ 
ning in terms of the Charkha economics, it received the 
blessings of the Master himself. If the Bombay Plan envi¬ 
saged a rise of 100% in the per capita income in the course 
of 15 years and the People’s Plan a rise of 200% in the 
course of 10 years, the Gandhian Plan addressed itself to 
the task of bringing about a rise of 300% in the course of 
10 years. Doubling, trebling, quadrupling the per capita 
incomeawithin a short period (10-15 years) : such were the 
‘ bids ’ by the respective Plans ! Naturally, the Gandhian 
Plan laid the main accent on rural India and ‘ Daridra 
Narayana ’; the chief objective of the Plan was “ to raise 
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the material as well as cultural level of the Indian masses 
to a basic standard of life within a period of 10 years ” ; 
and this was to be achieved bearing in mind the Gandhian 
principles of simplicity, Truth, non-violence, sanctity of 
labour, and the dignity of the individual. The ideal of deve¬ 
lopment was not a matter merely of material prosperity but 
the ushering in of the Dawn of Sarvodaya, a manifoldness 
and completeness of general human happiness without any 
taint of violence whatsoever. Subject to this ideal of Sarvo¬ 
daya, science, machinery, forms of political and economic 
organisation, administration at different levels, all would find 
their right place in the general scheme of things. In con¬ 
crete terms, the Gandhian Plan proposed expenditure under 
the various items as below : 

(in crores of rupees) 
Non-recurring Recurring 

Agriculture (Nationalisation of 
land, land reclamation, soil 
erosion, irrigation, experimen¬ 
tal farms, and credit facilities) 

Public Utilities (Railways, 

Roads, Shipping, Posts & Tele¬ 
graphs, and Air Navigation) 

Rural Industries 
Large-scale and key-industries 
Public Health (Dispensaries, hos¬ 
pitals, sanitation, water-supply 
and housing) 

Education (Basic, secondary, 
adult and university education, 
and training of personnel, and 
research) 


1175 

40 

400 

15 

350 


1000 


260 

45 

315 

10,0 

3,500 

200 
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As Shriman Narayan prefaces the discussion with the remark 
“ All the estimates are in terms of pre-war prices ”, the totals 
indicated above would need to be very drastically revised 
upwards to arrive at anything like wartime or post-war levels. 
Thus, Rs. 15,000 crores would be nearer the ruling prices 
of 1944 than Rs. 3,500 crores. 

As regards income, the following sources were indi¬ 
cated : 


Internal borrowing 

.. Rs. 

2000 crores 

Created money 

.. Rs. 

1000 crores 

Fresh taxation 

.. Rs. 

500 crores 

Total 

.. Rs. 

3500 crores 


These figures too would need to be steeped up so as to balance 
the total estimated expenditure in terms of wartime prices, 
viz. about Rs. 15,000 crores, a feat that could be accomplish¬ 
ed only if under each head (internal borrowing, created 
money, and taxation), the figure were at least quardrupled ! 
Further, Shriman Narayan wouldn’t pin his faith either in 
favourable trade balances or foreign borrowing. He con¬ 
cluded by saying that “ Living and glowing faith can move 
mountains .... with unflinching faith in the creed of 4 simple 
living and high thinking *, this Plan can not only usher in an 
era of peace and prosperity to this country, but also set an 
example to the other nations of the world Professor 
M. L. Dantwala, in his brochure Gandhism Reconsidered y 
pleaded for a sympathetic examination of the Gandhian 
approach to our political and economic problems and offered 
an eloquent defence of the theory of trusteeship on which 
Gandhism proposed to build the economic reorganisation of 
the country. 

It must be admitted that the Gandhian Plan, no less than 
the Bombay Plan or the People’s Plan, is an exercise in 
arit^gietic ; so alas ! are most plans when they are first com- 
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'nutted to paper. The fissure at the heart of the Gandhian 
Plan — as of all other Plans for India’s economic develop¬ 
ment — is the desperate attempt to reconcile the old and the 
new, the traditional village economy and the new urban 
economy, hereditary craft, handpower, Panchayat Raj and 
simple living on the one hand and modem industry, advanced 
technology, increasing centralisation and a rising standard of 
living on the other. One critic, Professor D. S. Nag, points 
out that the picture presented in the Gandhian Plan is made 
up of a rural India with autonomous Gandhian villages and 
an urban India on the Russian model, in other words, “ an 
incongruous two-storeyed structure dividing the body politic 
into two distinct and heterogeneous economic sectors But 
compromises, however ideologically unsatisfactory, are inevi¬ 
table when a society is committed to evolutionary change, and 
logic alone is not enough when one has to deal with the 
destinies of hundreds of millions of human beings. As a 
statement of faith even more than as a programme, the 
Gandhian Plan has played its own part in making India plan¬ 
conscious and paving the way for the Five Year Plans of a 
later day. 


Bureaucratic Planning 


With so much talk; of planning filling the air, even the 
bureaucracy felt the infection and thought the time had come 
to act. In 1945, the Governor-General, Lord Wavell, 
invited Sir Ardeshir Dalai, one of the architects of the 
Bombay Plan, to be the Planning Member of the Executive 
Council. The new Planning Ministry soon set up an Advi¬ 
sory Board representing all sections of Indian industry with 
Mr. K. C. Neogy as Chairman. This was a clear indication 
that even the British bureaucracy in India was taking — 
however belatedly — an anxious interest in the economic 
development of India. The installation , of a Labour 
Ministry in Britain under the Prime Ministership ^of 
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Mr. C. R. Attlee had no doubt facilitated the initiation of a 
new progressive policy in India as well. 


All that the Planning Ministry attempted to do (and no 
more could have been expected in the given situation) was 
to coordinate the various schemes already put forward by 
the different Ministries or by the Commissions or Committees 
appointed by them. There was the Sargent Plan for educa¬ 
tional reorganisation ; there was the 10-year National Health 
Plan outlined by the Bhore Committee ; there was the plan 
for the development of agriculture and animal husbandry 
(estimated to cost Rs. 1000 crores), the immediate objective 
being to raise production by 50% during the next decade. 
As regards industrial development, however, Government had 
no definite plans for implementation, but undertook as a 
preliminary step a survey of the available natural, mineral, 
manpower and other resources in the country. There was, 
besides, the Central Technical Power Board, which initiated 
and finalised fresh schemes for electrical development. 
There was, finally, the 20-year plan for the development 
of road transport, involving a total expenditure of 
Rs. 450 crores. 

It is easy to dismiss with a sneer, as Shriman Narayan 
does, the efforts of the Post-War Reconstruction Committee 
and of the Planning Ministry to give a direction and a 
momentum to India’s economic development. “ I am con¬ 
vinced ”, Shriman Narayan declared, “ that Delhi is hastily 
planning for Britain and not for India .... such economic 
plans drawn up by the Government of India are only meant 
to by-pass and side-track the fundamental issue of Indian 
independence Fourteen years later, it should now be 
possible to take a more charitable view of the Govern¬ 
ment’s endeavours to plan our future. It was no doubt 
piecemeal planning, it was bureaucracy-bred and red-tape 
governed ; but all'the same those plans and proposals were 
the first attempts at national planning at Government level, 



;• 


ds Planning 

and even though they lacked correlation and the necessary 
statistical background, they certainly helped to create an 
atmosphere for planning along the right lines. As yet, 
however, the mass of the people were interested more in 
ending the political domination of Britain over India than 
in plans — whatever their merits — for the economic deve¬ 
lopment of the country. It was only when, on 15 August 
1947, Britain formally withdrew from India that the right 
conditions were created for facing our economic problems 
straight in their face, and with a sense of urgency and res¬ 
ponsibility. But even as the Constitution of our Sovereign 
Democratic Republic has drawn upon our earlier Constitu¬ 
tions of British make — especially the Government of India 
Act of 1935 — our latter-day planners too have doubtless 
benefitted by earlier attempts at planning, however half¬ 
hearted or haphazard, whether bureaucracy-bred or inde¬ 
pendently initiated. Thanks to the Bombay Plan and the 
People’s Plan and the Gandhian Plan, thanks also to the 
endeavours of the Post-War Reconstruction Committee and 
of the Planning Ministry under Sir Ardeshir Dalai, there was 
a miscellaneous body of planning material and a general 
atmosphere in favour of planning which were an asset to 
the National Government that took office under Pandit 
Jawaharlal Nehru. In a sense, much of the necessary spade¬ 
work had already been done ; it was expected that Nehru 
and his band of patriotic colleagues would get on with the 
job of formulating and implementing an all-inclusive Plan 
for the rapid economic development of the countiy and the 
realisation of the dream of Ram Rajya or the Welfare State. 
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CHAPTER IV 

w THE FIRST PLAN 

“A national plan has to be an expression of basic 
unity of purpose in the community. It is this unity which 
will constitute the ultimate sanction behind the Plan, give 
it driving force and evoke the necessary sacrifice and effort 
on the part of its members.” 

First Five-Year Plan. 

. i • 

After Independence 

Two world wars and a series of campaigns directed by 
Mahatma Gandhi created conditions that made necessary 
the withdrawal of British power from India in 1947. The 
plight of Indian economy during the first post-independence 
years was, however, none too rosy. Partition had created 
untold difficulties, and the strain on our meagre resources 
was great- We had to contend with shortages of all kinds : 
food, raw materials, consumer goods, locomotives, rolling 
stock, efficient technical and administrative personnel. The 
still ascending inflationary spiral coupled with natural or 
man-made calamities like floods, monsoon failures, strikes, 
lock-outs, sabotage, irrational rationing, and the Kashmir 
tangle created an unenviable situation for Nehru’s Govern¬ 
ment. And the tragic assassination of the Father of the 
Nation on 30 January 1948 only gave the finishing touch 
to the tale of our frustration. 

Undaunted, however, by all this, Nehru’s Government 
did not lose sight of its paramount objective, viz. the econo¬ 
mic development of the country. Pandit Nehru had been, 
in h\s younger days, deeply influenced by the Soviet experi¬ 
ment of achieving prosperity through planning, and was 
naturally attracted to that way of economic development. 
But being a full-blooded democrat at the same time, he 
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couldn’t accept wholeheartedly the totalitarian methodology 
of planning. Government therefore decided in 1951 to 
embark on planning, albeit within the framework of our 
democratic Constitution and consonant with our democratic 
way~of life. This event must be hailed as one of the major 
landmarks in our long and chequered history. 

A Government that had come to power on the crest of 
a wave of revolution — even if it be in the main a 4 non¬ 
violent ’ revolution — naturally wants to pursue a dynamic 
policy. And India, after independence, afforded ample 
scope for the formulation of such a dynamic policy. As 
we saw in the previous chapter, it wasTRe prevalence of 
widespread poverty that cried aloud for the planned econo¬ 
mic development of the country. India was known to be 
a very poor country indeed, and even in 1952, when the 
First Five Year Plan was still being formulated, the per 
capita income was only Rs. 265, while the per capita 
income of Australia was Rs. 4,340 ; of Canada, Rs. 6,160 ; 
of France, Rs. 3,280 ; of the United Kingdom, Rs. 3,590 ; 
of Japan, Rs. 820; and of the U.S.A., Rs. 8,840. These 
figures must be an eye-opener regarding our relative econo-- 
mic position in the world. Again, India’s national income 
in 1950 was a little under Rs. 10,000 crores. Out of this, 
47.6% was derived from agriculture ; mining and manufac¬ 
turing, commerce, transport, and other services contributed 
15.2%, 16.9%, and 14.4% of the national income 
respectively. As regards the occupational distribution of 
the population, agriculture accounted for as high a percentage 
as 68.2. 

Thus the picture of Indian economy in 1950 revealed 
« (as it reveals even now) a low per capita income, high 
dependence on agriculture, a low percentage of industrial 
\ undertakings, all working cumulatively to bring about gene¬ 
ral poverty. Any progressive economy will be marked by 
three important characteristics : growth of population, high 
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formation, and increasing productivity. In IridfaT 
while the first is in evidence in abundant measure, the other 
two are negligible in comparison. Our population has been 
increasing ~at the rate of U per cent every year, but our 
capital formation has been unable to cope with this steady 
increase in population, with the result that population 
increase has meajit only a wider diffusion of poverty among 
the masses. Whereas the. economically advanced countries 
are able to spare 15-18% of their national income for 
further investment, we in India have been unable to invest 
more than 3-4% of our very limited national income for 
productive, purposes. Moreover, modern techniques of 
production were seldom promptly adopted in India. It 
must be frankly admitted that technical progress has made 
little headway in our country, and our cottage and rural 
industries offer a p itifu l contrast to the increased mechani¬ 
sation and high productivity per man of economically 
advanced countries like the U.K., the U.S.A., and the 
U.S.S.R. Thus, while on the one hand population is 
steadily growing, making it necessary for us to produce more 
and more food for the teeming millions, on the other hand, 
lack of adequate investment in industry and the tardy intro¬ 
duction of new techniques of production compel us to fall 
back upon agriculture alone as our main means of liveli¬ 
hood. And so India has remained a poor underdeveloped 
country, with a distressingly low standard of living. The 
position had been further aggravated by the second World 
War, and the attendant evils of inflation and shortage of 
resources ; by a succession of monsoon failures resulting in 
reduced agricultural production and consequently high 
prices for the basic food grains ; and, finally, by the tragic 
partition of the country into 3 pieces, India losing in the 
process fertile lands in West and East Pakistan producing 
wheat and jute respectively. These economic evils brought 
in their wake numerous political evils as well. The parti- 
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of the sub-continent was responsible for large ref 
movements and enormous suffering. Nearly 80 lakhs of 
people from East and West Pakistan came away to India, 
the pathetic life of these people presented problems of 
tremendous magnitude, and besides the problems had been 
created all of a sudden. Thus India was in an unenviable 
condition during the months immediately after indepen¬ 
dence, and the economic blight seemed to defy any quick 
and easy solution. 

Birth of the Planning Commission 


"-TH, ' 


Although such a situation might have daunted any Gov¬ 
ernment, the Nehru Cabinet, imbued as it was with a high 
purpose and composed by men of the highest ability and 
integrity, set out to create a new order out of the derived 
chaos. While the aim was verily to bring about a new 
heaven and a new earth, short-term and long-term policies 
were carefully separated. Certain matters like refugee 
rehabilitation had to be urgently attended to, and they were, 
with a promptness that was most commendable. For long¬ 
term policies, however, a careful examination of the present 
position was necessary before reforms or changes could be 
initiated. Legislation could be introduced only in the light 
of the recommendations of commissions specially appointed 
to cover one or another aspect of the life of the nation. 
Free India has thus seen the birth of many such commis¬ 
sions — the Universities’ Commission, the Secondary Edu¬ 
cation Commission, the Press Commission, the Law Com¬ 
mission, the States Reorganisation Commission, the Taxa¬ 
tion Enquiry Commission, etc. But Pandit Nehru was not 
satisfied with the pace of change. He therefore decided 
that a National Planning Commission should be constituted, 
somewhat along the lines of the Russian Gosplan, to draft 
a comprehensive plan for advancing the Nation’s wealth and 
welfare. The then Finance Minister Dr. John Matfhai, 

5 


A Grammar of Indian Plat 

however, had other and more cautious ideas. There was 
no dearth of Plans, he argued ; the main difficulty was one 
of implementation with the limited resources that were 
available. He accordingly advised his colleagues on the 
Cabinet to walk warily, and not lose themselves in untrod¬ 
den paths. As he was unable to persuade the Prime Minis¬ 
ter and his Cabinet colleagues, Dr. Matthai resigned and 
Mr. C, D. Deshmukh became the new Finance Minister. 
The protagonists, of planning had thus had their own way, 
and so the National Planning Commission was constituted 
with Pandit Jawaharlal Nehru as Chairman, Mr. V. T. 
Krishnamachari as Vice-Chairman, and Mr. Gulzarilal 
Nanda as Minister of Planning. The major functions that 
,the Planning Commission was expected to discharge were : 
w 1. To make an assessment of the material, capital., 
and hu man resources qjf the" countryJ including technical 
■persOfmS to investigate the possibility of augmenting 
such resources as were found to be deficient in relation to 
national requirements. 

To formulate a Plan for the most effective and 
balanced utilisatioiC ftf' these resources. 

3. To fix priorities and define stages for the carrying 
out of this Plan, and to allocate resources accordingly. 

4. To indicate factors tending to. retard economi^jdeve- 
lopment and to determine the conditions which in view of 
the current social and political situation should be establish¬ 
ed for the successful execution of the Plan. 

5. To determineth^ of th s^achm ery ne cessary 

to implement eachT stage of~the Plan. 

6. appraise period ir.a..HvL.lh^ and 

recommend, such adjustment of policy and measures as 
might be necessary. 

We were thus at last committed to all the canalised 
^ardours and inner contradictions of democratic planning. 














The Planning Commission took its task seriously 
onough and produced the First Five Year Plan, covering 
the period from 1951-2 to 1955-6, — although the Plan 
itself was released only in January 1953, i.e. eighteen months 
after the supposed commencement of the Plan period, —• 
in the main integrating the many schemes that were there 
already. The Plan concerned itself, not so much with the 
problem of raising the standard of living of the people, but 
with a programme of expenditure by Government to the 
tune of Rs. 2,069 crores (a sum that was later raised to 
Rs. 2,378 crores) within the five year period to ease the 
strain on our national economy caused by the Second World 
War, monsoon failures and the partition. 

Objective of the Plan * > 

In underdeveloped countries, investment of the order 
of 20% of the national income would be necessary to ensure 
baTanceiT economic* development. The Planning Commis¬ 
sion realised at the outset that what was necessary was to 
devise means to achieve the objective of doubling the per 
capita income as early as practicable. The governing con¬ 
siderations were, firstly, the steady growth of population, 
secondly, the relation between capital formation and 
increase in the national output, and thirdly, the proportion 
of the increase in national output that was to be diverted to 
investment. The population of India has been growing, as 
we have seen already, at the rate of 1J% per annum, and 
this trend is likely to continue for some time to come. 
Moreover, it is calculated that a unit increase in national 
output and income will require about three times as much 
by “ way of additions to capital stock, and the increased 
output will materialize in the third year from the date of 
investment.” In other words, the capital-output ratio will 
be 3 : 1 for the period under consideration. But the n*ipi- 
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utput ratio will be roughly 2:1 in the early years * 
eventually rise to 3.5 : 1 in the later stages, when more 
capital intensive techniques are used with a time lag of 2 
years between investment and production. The proportion 
of total net investment to national income will rise steadily 
from 5.8% in 1950 to 7% in 1955, 11% in 1960, 

14% in 1965, and 16-17% by 1970 and remain in that 
level thereafter. The available internal resources were to 
be supplemented from external sources. And, regarding the 
third governing consideration, it was assumed that there was 
ample scope for determining the proportions “ according to 
the rate of development desired, the measure of austerity 
involved, and the organisational and institutional changes 
necessary ”. 

By 1955-6, the national income was expected to go up 
by 11%. From then onwards investment could be stepped 
up, it was thought, to 25% of the added output, and it 
should thus be possible to double the per capita income by 
1977, i.e. in the course of 27 years. 

Need for Scientific Research 


Increase in production would, after all, depend on the 
‘efficiency and mode rnity of the technique used in industry. 
WifimuFrontinual research and experimentation, industrial 
efficiency would be impossible. This is the reason why 
advanced countries spend considerable amounts on scientific 
research as the following table will indicate : 


Expenditure on Research in 1955 


Country 

Total 

amount 

Rs . crores 

% of the 
National 
Income 

Per Capita 
(Rs.) 

' U.S.A. 

2550 

1.8 

154 

U.S.S.R. 

2200 

178 

110 

U.K. 

430 

2.1 

85 

China 

65 

0.4 

1.1 

India 

15 

0.15 

0.38 


o 


o 





“By 1940 ...” writes Mr. James B. Conant in Modern 
Science and Modern Man, “ science had moved into indus¬ 
try and, belatedly, even in the United States, industry moved 
into science ”. Even private companies like the Imperial 
Chemical Industries, General Electric Company, the Bell 
Telephone Laboratory, and the Du Pont Company have their 
own research laboratories. To meet this deficiency in India, 
as evidenced by the above table, our Government decided to 
'organise a cfijinuof ‘national research laboratories for the 
advancement of pure and applied scientific research. These 
laboratories are distributed over the whole country — the 
National Physical at New Delhi, the National Chemical at 
Poona, the National Metallurgical at Jamshedpur, the Fuel 
Research Institute at Jealgora, the Central Food Technolo- 
«gical Research Institute at Mysore, the Central Drug 
Research Institute at Lucknow, the Central Road Research 
Institute at Delhi, the Central Glass and Ceramics Research 
Institute at Calcutta, etc., etc. For the location of some of 
these laboratories or institutes at particular places some 
justification may no doubt be offered, but a uni¬ 
form principle seems to be lacking, “ Most of 
these institutions the First Five Year Plan declar¬ 
ed, “ have already begun work and assessing resour¬ 
ces, conducting tests, evolving standards and developing 
useful processes It cannot be said that, although colossal 
amounts have been spent on the buildings and equipment, 
and although personnel has been recruited without counting 
the cost, the results obtained so far have at all been propor¬ 
tionate to the expectations raised. The main handicaps 
would appear to be diffusion of effort and want of coordi¬ 
nation. It is, however, encouraging to learn that by the 
end of the first Plan period 188 patents had been taken by 
these laboratories and institutes. But we might also add 
that these laboratories were not expected to render any 
great service in the short-run but were conceived rather 
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with a view to promoting our scientific advancement in the 
long-run. 

The Plan and Employment 


Full employment was not the primary or even a major 
objective of the First Five Year Plan. A full employment 
policy could succeed only when capital formation reaches 
the appropriate proportions. Leaving aside the complete 
elimination of unemployment as a long-term problem, the 
Plan thought rather in terms of creating a climate favoura¬ 
ble for implementing a full employment policy later on. The 
Plan, however, provided for certain safeguards to prevent 
severe unemployment. 

Private and Public Sectors 

It is clear the planners were decidedly in favour of a' 
mixed economy. Not only was the private sector allowed 
to live and thrive, but it was also made to bear the main 
brunt of the proposed industrial development. The aggre¬ 
gate expenditure target on the private sector was about 
Rs. 463 crores, whereas the public sector’s industrial invest¬ 
ment was expected to total only Rs. 101 crores. However, 
the distinction between the private and public sector was 
more a matter of relative distinction than one of absolute 
antagonism. The accepted policy was that both the sectors 
were to function as coordinate parts of a single organism. 

The Plan and Agriculture 


The planners had to face resolutely both the dangers in 
the existing situation and the dangers that generally go with 
planning. As India was obliged to import enormous quan¬ 
tities of food-stuffs and raw materials, there was an adverse 
balancq of payments situation. The inflationary spiral 
seemed to curve upwards still, and a good price policy and 
adequate financial controls were obviously called for. If 
we were to be self-sufficient with regard to food and raw 
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materials, top priority had to be given to agriculture, irriga¬ 
tion, and transport. Another reason for the top priority being 
given to agriculture is that if agriculture is improved and 
made more productive, then gradually the obstacles hindering 
industrial development will be cleared. This is because the 
rate of growth of the industrial sector depends upon the 
supply of consumer goods, especially food. Thus a sum of 
Rs. 99,1 crores was allotted to agriculture and irrigation. 
This included an expenditure of Rs. 90 crores for commu¬ 
nity development (through the Community Projects and the 
National Extension Service Blocks), for it was argued that 
development in agriculture could not be separated from the 
peasants’ general outlook and the environment in which 
they live and move and thrive or suffer. The agricultural 
sector of Indian economy has been aptly characterised as 
“ a rigid social structure alongside unutilised resources ”. 
The aim of the community development projects was to 
bring out the abilities latent in the villagers, and on account 
of their voluntary character, they also offered ample scope 
for village cooperation. 

The task of the Government was, not only to increase 
production, but also “ to change the social pattern which 
has grown up in this country round ownership of land, and 
to bring new resources and technology into everyday opera¬ 
tions ”. The Plan aimed at eliminating intermediary inte¬ 
rests and establishing as far as possible direct relations bet¬ 
ween tenants and the state, obtaining for tenants security of 
tenure and reasonable rents, and reducing disparities in 
the ownership of land. The logic behind these measures is 
that “once the basic conditions of peasant proprietorship 
are assured for the bulk of the cultivators, the next step is 
to help improve the management of land and increase its 
productivity, promote greater cooperation in farm and non¬ 
farm occupations and enable each village community to 
assume larger obligations for the welfare and livelihood of 
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all sections of the population ”. In the agricultural sector 
targets were set up by the Commission for the production 
of the various agricultural goods. The Plan thus estimated 
an increase of 14% in food grains, 42% in cotton, 63% 
in jute, 12% in sugarcane, and 8% in oil seeds. In order 
to reach these targets there was need for both intensive and 
extensive cultivation. 

The existing cultivated area of 266 million acres is 
grossly inadequate to meet the demands of a developing 
economy, and so steps had to be taken to increase the area. 
The Plan accordingly estimated that another 98 million 
acres, now lying waste, could be brought under cultivation, 
provided water was made available. To provide water 
many major multipurpose and irrigation pr^ects were visua¬ 
lised. Through the provision of water facilities, an addi¬ 
tional area of 19.7 million acres was hoped to be added to 
the cultivable area during the Plan period. A sum of 
Rs. 518 crores was allotted for the various multipurpose 
projects : apart from the previous Bhakra Nangal, Tunga- 
bhadra and other projects, 5 new projects in Kosi, Koyna, 
Krishna Valley, Rihand and Chambal were proposed to be 
undertaken. These major projects were not only to provide 
water for more acres but also to generate electric power. 

Among the schemes for increasing the production of 
food grains were several minor irrigation works which were 
to cost Rs. 77 crores. The Plan besides provided for a land 
reclamation programme of Rs. 35 crores (Rs. 25 crores 
under the State Plans and Rs. 10 crores under the Central 
Plan). These were the main schemes proposed by the 
Plan to achieve extensive cultivation. 

Regarding intensive cultivation, it should be remember¬ 
ed thajt the Indian agriculturist is apt to cling to age-long 
practices even where new efficient techniques are handy. 
He lacks expert advice regarding seeds , and fertilisers. The 
Planning Commission therefore recommended “ that the 
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multiplication and distribution of pure seed should be de¬ 
centralised, as far as possible, so that the nucleus seed 
reaches every village or group of villages. A large number 
of seed farms operated by or under the close supervision 
of the Agricultural Department will be needed to attain this 
goal .... These farms could supply pure seed to the sur¬ 
rounding villages ”. The Plan gave due attention to the 
problem of manures and fertilisers, and to the allied pro¬ 
blem of mechanisation of agriculture within reasonable 
limits. The number of tractors imported increased from 
3,318 in 1949-50 to 7,400 in 1951-52, and large stretches of 
land were reclaimed in the Terai in Uttar Pradesh and in 
the kans infested parts of Bhopal, Madhya Bharat and 
Madhya Pradesh. The planners, however, were aware of 
the dangers of too rapid mechanisation. It was necessary 
to see that sudden unemployment was not caused by mecha¬ 
nisation for general cultivation. The economically efficient 
and the socially convenient had to be balanced at every 
stage. 

Transport and Communications 

The role of transport and communications in an under¬ 
developed country should be self-evident. A vast country 
like India needs a well-ordered system of transport and 
communications to keep the economy going and to serve as 
the base for further economic development. In times of 
inflation and distress, food grains and other goods require 
speedy movement which only an efficient transport system 
could provide. In times of war, the role of transport for 
the movement of troops is even more vital. The vast net¬ 
work of Indian Railways — a very creditable legacy from 
the British — was found at the conclusion of the War to 
be unable to cope with the pressure on its resources. ’Lines 
were worn out due to excessive use during the war years, 
and rolling stock and locomotives needed large-scale replace- 
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ment or ample replenishment. Plans were therefore made 
to build the Chittaranjan Locomotive Factory and the 
Perambur Integral Coach Factory. In the private sector, the 
Tata Locomotive Engineering Company had also a pro¬ 
gramme for the production of 170 locomotives during the 
period of the Plan, as against 266 by the Chittaranjan Fac^ 
tory. Even so it was felt that the Railways would be 
obliged to import from abroad 641 locomotives, 1,294 coach¬ 
ing vehicles, and 19,143 goods wagons during the Plan 
period from abroad. Altogether Rs. 400 crores was set 
apart for the improvement of the Indian Railways. 

Roads are no less important than Railways, and the 
existing system was obviously inadequate to meet the 
country’s needs. The Nagpur Plan of 1943 had contem¬ 
plated almost a doubling up of the total mileage of hard 
surface as well as of low type roads, involving a total cost 
of Rs. 744 crores, the programme to be completed within 
ten years. The Planning Commission, however, decided to 
spread this programme over an even longer i period, and for 
the first Plan period provided only for the construction of 
450 miles of new roads and 43 major bridges. 

Shipping too received the attention of the planners. 
The broad aim was, again, to double the tonnage from 
362,150 gross registered tons in 1950 to about 600,000 
G.R.T. by 1955-56. Rs. 6 crores was set apart to advance 
loans to the shipping companies, and Rs. 110 lakhs for the 
training of marine engineers and merchant navy seamen. It 
was decided that the major ports — Bombay, Cochin, 
Madras, Visakhapatnam, and Calcutta — were to be 
expanded, and that a new port was to be developed at 
Kandla on the west coast. Nor did Aviation, Wireless, 
Posts ^and Telegraphs fail to receive some attention from the 
planners. In all, Rs. 136 crores was allotted to Transport 
and Communications, in addition to the sum of Rs. 400 
crores earmarked for the Railways. 
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With regard to the industrial development programme, 
the private sector was assigned a dominant place. Though 
there were in India consumer goods industries like cotton 
and jute textiles, paper, soap, sugar, etc., which worked to 
full capacity during 1939-45, there were hardly any basic 
industries. Without well-developed basic industries, no big 
country could hope to progress economically, a fact that 
was fully appreciated by the Soviet planners. But in India, 
Government couldn’t embark on such industries during the 
First Plan period because of other more pressing preoccu¬ 
pations. According to the Industrial Policy statement of 
April 1948, while certain industries like arms and ammuni¬ 
tion were to be the State’s exclusive preserve, coal, iron 
and steel, aircraft manufacture, shipbuilding, and manufac¬ 
ture of telephones, telegraph and wireless apparatus were to 
be developed by the Central and State Governments and 
other public authorities, if necessary with the cooperation 
also of private enterprise. For the rest, private enterprise 
was free to operate as it pleased, except that the State could 
intervene in an emergency and set matters right. For the 
First Plan period, money was provided under the public 
sector for the completion of the Sindri and Chittaranjan 
factories, and the Machine Tools Factory at Jalahalii near 
Bangalore. There were also plans for the expansion of the 
Hindustan Shipyard at Visakhapatnam and the Bhadravathi 
Steel Works at Mysore. Under the private sector, the pride 
of place was given to the iron and steel industry. The 
Tata Iron and Steel Works and the Indian Iron and Steel 
Works were to be greatly improved. Three new petroleum 
refineries were to be erected. And cement, aluminium, 
heavy chemicals and electricity supply were also assigned to 
the private sector. Altogether the investment under the 
private sector was expected to be of the order of Rs. 463 
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from the above basic industries, the 
sector was to develop also the consumer goods industries — 
cloth, sugar, salt, paper and paper board, sheet glass, vege¬ 
table oils — in which substantial production rises were 
anticipated. 

While large scale industries were left in the hands of 
private investors, Government undertook to develop cottage 
industries at a cost of Rs. 17.5 crores. The sum was to be 
spent on research and on advisory bodies. There was also 
a scheme for the coordination between large scale and small 
scale industries. As for heavy industries, although the 
Planners as yet didn’t think of establishing such industries, 
attention was nevertheless' given to the mining industry and 
to the search for natural resources. The Geological Survey 
of India, the Indian Bureau of Mines, the Fuel Research 
Institute, the Central Glass and Ceramic Research Institute 
and the National Metallurgical Laboratory were to be 
strengthened so that they could fulfil their roles efficiently. 

Social Services 

Apart from the directly productive measures outlined 
in the preceding pages, the Plan also visualised certain 
indirect measures. About 16% of the total outlay in 
other words, Rs. 359 crores — was allotted to education, 
health and sanitation. It was rightly assumed that in under¬ 
developed regions any slight increase in literacy or the 
toning up of the people’s health would proportionately 
increase their efficiency as well. It was not possible, how¬ 
ever, to assure primary education for all, notwithstanding 
the provision in this regard in the Directive Principles of 
our Constitution. Basic education and technical education, 
however, were given reasonable importance in the Plan. 
Under health and sanitation, the measures outlined under 
the Plan were based upon the following priorities ; provi¬ 
sion of water supply and sanitation; malaria control; pre- 
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ventive health ; care of the rural population ; health services 
for mothers and children ; health education and training ; 
national self-sufficiency in drugs and medical equipment; 
and family planning. This seven-fold programme was 
expected to cost about Rs. 100 crores. 

Financing the Plan 

These were the main developmental schemes under the 
First Five Year Plan. But the crucial question was how the 
Commission proposed to finance the Plan. Out of the 
planned outlay of Rs. 2069 crores, current revenues were 
expected to yield Rs. 568 crores, the Railways Rs. 170 
crores, loans from the public Rs. 115 crores, small savings 
etc. Rs. 270 crores, and deposit accounts and state trading 
Rs. 135 crores. The initial planned outlay of Rs. 2069 
crores was ultimately raised to Rs. 2378 crores, and a gap 
of about Rs. 1000 crores had to be closed with external 
assistance and budget deficits. At first deficit financing was 
expected to provide only Rs. 22£L crores, “ a figure which 
represents the estimated releases from India’s sterling balan¬ 
ces over the five year period.” External assistance during 
the Plan period amounted to about Rs. 200 crores. Even so 
there was a considerable unbridged — and perhaps un¬ 
bridgeable — gap between the planned outlay and the avail¬ 
able or accessible funds. Government, of course, didn’t 
leave any source of revenue untapped, and in fact there was 
the Taxation Enquiry Committee investigating the possibili¬ 
ties of further taxation. Deficit financing seemed to be an 
easy way of raising money, but the method had to be used 
with extreme caution. The planners were puzzled in all 
conscience, and were content to be ambiguous and undog- 
matic, hoping for the best. 

The First Plan in Retrospect 

The five-year period of the First Plan ended in 1956, 
and the Second Plan began. What could we say in retrospect 
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about the Plan itself, whose principal features have been 
summarised in brief in the foregoing paragraphs, and the 
manner and extent of its implementation ? By the time we 
knew there was a Plan, one third of the Plan period was 
over. The first three years saw only an outlay of about 
Rs. 872.4 crores, i.e. less than 40% of the proposed outlay 
for the entire period. The last two years saw an increased 
tempo of expenditure and when the Plan period ended a 
sum of Rs. 2012.4 crores had been spent — in other words, 
nearly 90% of the proposed outlay. More than one half 
of this total outlay was achieved through domestic budgetary 
resources, and only Rs. 203.2 crores was in the shape of 
foreign assistance. Deficit financing, increasing the floating 
debt, sale of securities, and withdrawal from cash balances 
together accounted for Rs. 531.9 crores. It is clear, there¬ 
fore, that without much reliance on deficit financing the 
country was able to ^achieve substantially the financial tar¬ 
gets of the Plan. Tlie question still remains : although the 
money has been spent, has it really been usefully spent ? 

/. Agriculture 

The immediate objective of the Plan was to increase our 
food and raw materials supply, and it must be conceded 
that this objective has been achieved beyond our expecta¬ 
tions. Agricultural production has shown an increase of 
19% compared to the 1950-1 base. The area under culti¬ 
vation has been steadily increasing at the rate of between 
11 and 2% per annum. Land reclamation and irrigation 
projects have undoubtedly helped to create this favourable 
situation by providing water and other facilities to an addi¬ 
tional 20 million acres. Under the schemes for intensive 
cultivation, not only better seeds have been distributed 
widely, but an area of about 2 million acres has also been 
put on the Japanese method of cultivation. At the end of 
the^Plan period, the consumption of fertilisers stood at 
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616,000 tons per annum. The yield per acre has incread 
from 596 lbs. of rice in 1950-1 to 805 lbs. four years later. 
Wheat, jowar, bajra, ragi, maize, barley, gram and cotton 
have also shown a steady increase in productivity — a cir¬ 
cumstance that is truly heartening. In short, by the end of 
the First Plan we were almost self-sufficient with regard to 
foodstuffs. We had even begun to export small quantities 
of rice to our neighbouring countries, especially Pakistan 
and Ceylon. On the other hand, the credit for this turn of 
affairs cannot be solely given to the working of the Plan. 
[Good monsoons proved very auspicious to us and stimulated 
j agricultural production. By abolishing rationing in Madras, 
Rajaji then the Premier of the State gave a bold lead to the 
Nation as a whole, and the vast hoarded stocks of food- 
grains came into the open and eased the food situation in 
the country. Nothing succeeds like success, and whereas 
the target for foodgrains in 1955-6 was 12.6 million tons, 
actually 13.9 million tons was the achieved figure even for 
1954-5. Regarding sugarcane, again, as against the planned 
target of 4 lakh tons, the actual production was 7.8 lakh 
tons. Cotton, jute, and oilseeds, while they didn’t touch the 
targets laid down, nevertheless achieved creditable increases 
in production. In short, the overall agricultural production 1 
was 50% higher than the proposed target. The index for I 
agricultural production, with 1949-50 as base, stood at 96 
in 1950-1. However in 1953-4 it was 114, and in 1955-6 
the figure was 115. Ail this is certainly conducive to the 
stability of Indian economy and surely formed a fitting back¬ 
ground for the Second Five Year Plan. 

As regards community projects and the National Exten¬ 
sion Service programme, it is rather difficult to dissociate 
publicity claims from actual results. Doubtless these,pro¬ 
grammes have touched many villages in almost all parts of 
the country. The Plan target was to cover one fourth of 
the rural population through the opening of about 1200 
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development blocks. By the end of the First Plan, 988 
blocks had been opened, covering 140,000 villages with a 
population of about 775 lakhs. The figures impress no 
doubt, but have the villagers themselves gained anything 
substantial from the operation of these programmes ? Too 
high a proportion of the expenditure incurred on these 
schemes is for purely administrative purposes, and too little 
is thus left for direct investment in rural betterment. 
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II. Irrigation and Power 


Irrigation and power were given important place. 
Out of the Plan provision of Rs. 246.03 crores, a sum of 
Rs. 206.71 crores was spent on multi-purpose projects 
like Bhakra Nangal, Harike, D.V.C. and Hirakud. Another 
Rs. 18.12 crores was spent on the major irrigation projects 
by the Centre. Apart from these, the State Governments 
incurred a sum of Rs. 191.26 crores on various irrigation 
projects. A total sum of Rs. 152.89 crores was spent on the 
power projects. Altogether an area of 13,133,000 acres 
was irrigated and the installed capacity of power increased 
by an addition of 2,244,000 kw. 

III. Industry 

On the industrial front, however, the results are less 
open to doubt than in measures like community projects. 
The index for industrial production stood at 136.8 in April 
1956 relative to the 1951 base. Many state-owned major 
factories — the fertiliser factory at Sindri, the Machine 
Tools Factory at Jalahalli, the Penicillin factory at Pimpri y 
the cable factory at Roopnarainpur, the newsprint factory 
at Nepanagar, not to mention the Chittaranjan, Perambur, 
and the Hindusthan Aircraft factories engaged in the manu¬ 
facture of locomotives and coaches — have gone into pro¬ 
duction, while the Shipyard at Visakhapatnam has speeded 
up its programme. Government have also shown their 
appreciation of the fact that steel is vital to a country’s indus- 



trial structure, and indeed to its very life in the competf- 
tive modern world. By the end of the First Plan prelimi¬ 
nary work regarding the construction of three steel plants 
at Rourkela, Bhilai and Durgapur was completed. Even 
so, it must be admitted that as against the target of Rs. 101 
crores, the public sector spent only Rs. 57 crores during the 
Plan period. It was in the private sector really that the 
increased industrial production under the First Plan was 
achieved : cotton textiles, iron and steel, coal, cement, jute 
and sugar, all have shown increased production as indicated 
by the 1957 index numbers with 1951 for base — cotton 
cloth, 109.7; jute textiles, 120.5; iron and steel, 119.3; 
and sugar, 185.4. Actually, production targets were ex¬ 
ceeded in certain industries like coal and sugar. While the 
Plan had allotted Rs. 463 crores for industrial development 
in the private sector, only Rs. 340 crores was spent — 
Rs. 232.6 crores for new projects and the rest for replace¬ 
ment or rehabilitation. The most important item of deve¬ 
lopment is the construction of the three new petroleum 
refineries with foreign aid. Plants like TISCO and Alwaye 
Aluminium Smelter have almost doubled their capacity. 
The average size of the plants in cement, paper, soda ash, 
bicycles, sewing machines and rayon fabrics has also 
increased. 

A striking feature of the industrial development 
achieved during the last few years is the diversification of 
production. Many new products were for the first time 
manufactured in India, — for example, staple fibre, cellu¬ 
lose acetate filament, calcium carbide, penicillin, D.D.T., 
newsprint, automatic looms, jute spinning frames, deep well 
turbine pumps, and motors and transformers of higher 
ratings. The planners had given industrial production only 
the third place in the order of priorities,—following agri¬ 
culture and transport, — but it is gratifying to note that 
Indian industry is definitely looking up. 
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It is not easy to make a comparative study of* 
working of the public and private sectors during the First 
Plan period. The Public Audit and Accounts Committee 
has criticised some of the major units in the public sector 
for their inefficiency and even corruption. Where such exist 
they should be resolutely rooted out. Nevertheless, taking 
a total view, the public sector hasn’t done quite so badly, 
after all, in view of the difficulties it has had to face on 
account of its lack of experience and lack too of efficient 
administrative personnel. The private sector has had expe¬ 
rience behind it, and hence it is not surprising that it has 
done better than the public sector, as may be judged from 
the percentage increase in the output of cement, jute, textiles, 
sugar, and iron and steel. This would seem to imply the 
need to maintain the right climate for private initiative to 
contribute its share to the development of Indian economy. 
As for the development of the cottage and small-scale 
industries, the results are not spectacular. Only Rs. 7.31 
crores — barely 50% of the total outlay on cottage and 
small-scale industries — was incurred during the Plan 
period. Attention was mainly concentrated on establish¬ 
ing training institutions, demonstration centres, training- 
cum-production centres and peripatetic schools. 


JV. Transport and Communications 

The First Plan’s aim in the field of transport was modest, 
and emphasised rehabilitation more than extension. Out 
of the Rs. 418 crores allotted to the Railways, Rs. 300 
crores had been spent to purchase locomotives and rolling 
stock. (The generous gift by the United States of America 
of 100 locomotives deserves honourable mention in this 
content.) There had been a general improvement in the 
situation, and freight traffic had increased by 19 million tons. 
Slight improvements were also noticeable in road transport 
aq,d shipping. 





First Plan 

There had thus been all round development, and^thlT 
record of achievement, though by no means sensational, 
hadn’t fallen seriously short of our expectations. For one 
thing, the inflationary pressure on our economy had been 
brought under effective control despite a certain amount of 
deficit financing. As mentioned already, there had been an 
increase of 19% in the national income as against the Plan’s 
target of only 11%. But, curiously, the per capita income 
had registered an increase of only 10%, mainly because 
population too has been growing. It was a race between 
population increase and increase in the national income, and 
the^p was all the more reason why our resources should be 
mobilised on the issue of greater production and general 
economic development. Another aspect of our economy was 
the unevenness of its rate of growth. For example, the rise 
in the national product during the first Plan period was 3.4% 
per annum : but whereas the rise in 1953-4 was as high as 
6%, in 1955-6 it was even lower than 2% ! There had 
of late been a growth of unemployment and a fall in agri¬ 
cultural prices : these were disquieting developments that 
needed careful watching. However, the overall economic 
picture at the end of the First Plan period was a reassuring 
one, and we felt that we should be able to face the future 
with reasonable confidence. 


Conclusion 

It must be remembered that the First Plan was no Plan 
in the real sense of the term. It was a hurriedly put to¬ 
gether patchwork of various isolated projects. It didn’t aim 
at raising the standard of living of the people, nor at ending 
unemployment. It had no scientific planning technique or 
machinery to guide its ways or govern its movements.# Of 
course, the First Plan was vaguely based on the famous 
Harrod-Domar Formula, according to which targets are 
fixed and the rate of investment on the basis of an assumed 
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capital co-efficient is determined. (In the case of India 
the assumed figure was 3:1, which later proved to be 
1.8 : 1.) To achieve this rate of investment, resources 
have to be found and policies and programmes have to be 
framed. But, in fact, it looked as though the heads of de¬ 
partments in the Central Ministries had searched, as soon 
as there was talk of a Plan, their old files, inflated existing 
schemes to three or four times their original size, and per¬ 
suaded the Ministers to forward them to- the Planning Com¬ 
mission, who put them all together and issued them with 
a dignified statement of objectives. A feature article in the 
Economic Weekly of January 1956 compared this type of 
planning to the “ manner in which grants of jagirs and 
mansabs were given or taken away in the courts of the old 
Mughals and their subadars. It appeared that Delhi, in 
spite of its newly acquired democratic veneer, still retained 
the atmosphere of the Mughal court, whether it was planning 
or politics ”. Be that as it may, it is clear the architects 
of the First Plan followed no rigorous planning technique 
and hustled through somehow sand hoped for the best. Even 
so, it was an experiment in collective thinking and action ; 
and though it started in a haphazard half-hearted way, it 
certainly gave the necessary experience and the self-confi¬ 
dence born of experience to our planners. On the other 
hand, the working of the First Plan could not give us undue 
room for complacency. The reliance on financial targets 
was to prove illusory more than once. A balance between 
physical resources and financial allocations in different sec¬ 
tors of the economy is necessary. If such a balance is not 
struck lags in planned expenditure occur. In the First Plan 
there was no planning technique to balance financial outlays 
and* physical resources, in other words the possible reper¬ 
cussions of a given expenditure on factor allocations and 
output were not analysed. This led to the expenditure tar¬ 
gets being attained, though the physical targets remained 



beyond our immediate grasp. This undue insistence on 
financial targets has had another consequence in our natio¬ 
nal life : the orgy of spending that is fast assuming epide¬ 
mic proportions. When quick results in terms of expendi¬ 
ture are demanded, the criterion is not how money is spent, 
but rather how much (and how quickly it is) is spent. There 
is a competitive craze between rival ministries as to who 
would spend more and demand more under the next Plan. 
Squandermania is the name of the new disease that has 
seized the many spending organs of the Governments, Union 
and State. Schemes are hatched in a hurry, grants are tele¬ 
graphically announced, frantic spending is resorted to so 
that the financial year might see the conclusion of the busi¬ 
ness, and so another year starts, with its schemes, demands, 
grants and fresh orgies of spending. Not till the people 
get the full value for each naya paisa that is spent — whether 
our naye paise and rupees are spent on raising salaries, or 
constructing buildings, or importing experts or up-to-date 
machinery, or subsidising a research project, or advancing 
the education or the health of the people, or stimulating our 
cultural or recreational life — not indeed till our expendi¬ 
ture targets tally with the relevent physical targets and both 
are properly related to the stern realities of our economic 
life, not till then can we view the results of our planning 
with anything like real satisfaction. Informed criticism is 
the very breath of democracy, and in no department of our 
life is informed criticism more needed today than in the 
vast and complicated field of Planning. 





» 




CHAPTER V 


THE SECOND PLAN 


Each Five Year Plan is both an assessment of the 
past and a call for the future. It seeks to translate into 
practical action the aspirations and ideals of the millions 
in the country and gives to each of us the opportunity 
or service in the common cause of eliminating poverty 
and raising standards of living”. 

Second Five Year Plan. 


The Second Plan on the Anvil 


Already, during the later stages of the completion of 
the First Five Year Plan, the Planning Commission was 
bestowing considerable thought on the formulation of the 
Second Plan. In the field of Planning the slogan is : The 
Plan is dead ! Long live the Plan! It was necessary to 
re-think the aims of planning in the light of the Avadi Con¬ 
gress resolution on the socialistic pattern of future Indian 
society, and also to fashion anew the means that might lead 
to the realisation of those aims. The First Plan, as we saw 
in the last chapter, was a makeshift plan; at least the 
Second should be a. real Plan, scientifically sustained. The 
first thing needful was a plan-frame to serve as the basis for 
discussion. The task of preparing the plan-frame was 
entrusted to Prof. P. C. Mahalanobis, the eminent Bengali 
statistician, who could be expected to take proper note of 
the roll of statistical calculations in national planning. The 
Professor’s “draft of ‘draft Plan-frame was defied 17 
March 1955, and was accepted by the Panel of Economists 
(with the sole exception of Prof. B. R. Shenoy) in April 
1§55. The Plan-frame, the working paper on the frame- 
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work prepared by the Economic Division of the Finance 
Ministry and the Planning Commission, together with the 
economists’ recommendations and Prof. Shenoy’s minute of 
dissent came out as a booklet in July 1955. The public now 
pounced upon the framework, and the Union Ministries and 
the various State Governments began to study the frame¬ 
work and its implications. Prof. Mahalanobis himself went 
round making speeches, elucidating and defending his draft 
Plan-frame. Controversy raged with regard to ends and 
means. In December 1955, the Planning Commission, after 
giving due attention to the conflicting demands and contra¬ 
dictory points of view, finally drafted the outline of the 
Second Five Year Plan and published it in February 1956. 
After taking note of the many comments that were made 
about the ‘ outline ’ of the Plan, the Planning Commission 
finalised their proposals and issued the Second Five Year 
Plan in May 1956. 


The Concept of Physical Planning 

After all the alarums and excursions, the Plan as it 
finally emerged was substantially the same as the Plan-frame 
concocted by Prof. Mahalanobis, — verily a resounding 
triumph for the Professor. The Plan-frame had been 41 com¬ 
pact and athletic, bare and ascetic ” ; a mathematician’s Plan, 
it had eschewed woolly wording and random speculation. 
In one or two important respects, the Professor had intro¬ 
duced improvements in the very mechanism of planning, and 
these have effected almost a revolution in our old habits of 
thinking. In the first place, Prof. Mahalanobis stressed the 
basic truth that planning, if it is to be effective, should be 
conceived in physical — and not merely financial — terms 
also. If a patient is seriously ill, the aim should be to cure 
him, not to spend a specified sum of money during a speci¬ 
fied period on medicines and medical assistance. The First 
Plan with its financial goals had no doubt succeeded to a 




yet it was rightly felt that for a developing economy like 
India’s, financial targets alone would not prove adequate to J 
our needs. The physical approach to planning needn’t be// 
construed as the diametrical opposite cf the financial 
approach ; they are really complementary to each other. 

The ends of physical planning have to be defined in relation 
to the means that are ready to hand, and finance is one of 
the means — the most important, perhaps. The question 
accordingly is not only how much we are going to spend, 
but also how much we are going to achieve by spending 
what we have decided to spend. Physical planning integral¬ 
ly related to financial planning must prove a corrective to the 
orgies of spending, especially towards the end of the financial 
year, which often characterised the execution of the First 
Plan. 

In physical planning, all the available real resources in 
the country and the community are carefully assessed, and 
the targets are fixed in relation to the resources and also in 
accordance with the needs of the country, the means avail¬ 
able being directed into the various pre-determined fields of 
productive activity. Where are we ? What shall be the 
next stage in the journey? How shall we reach it? This 
is planning in physical, not purely financial, terms. The 
Second Plan itself was “ an attempt to work out the implica¬ 
tions of the development effort in terms of factor allocations 
and product yields so as to maximise incomes and employ¬ 
ment ”. Finance here is not the key problem. Finance 
comes in only as part of the machinery that is to realize the 
aims of the Plan. The idea here is that if non-monetary 
forces could be mobilized effectively on the issue of the im¬ 
plementation of the Plan, then it should be possible to hold 
in reasonable check the disturbances such as inflation and 
balance of payments disequilibrium caused by money. 
Money is man’s creation and is meant to serve him; 
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and money should be content to play a subordinate role in 
the theatre of planning. No doubt, when we are in a free 
money economy, it is neither possible nor wholly wise to 
ignore the imperatives of money. All that needs to be done 
is that the physical targets of production should be balanced 
in terms of money. If this were not done, some physical 
resources may be left unutilised by both the public and pri¬ 
vate sectors due to lack of finance, while money may be 
wastefully spent elsewhere. Prof. Mahalanobis succinctly 
brought this out in his Plan-frame : “ Incomes are generated 
in the very process of production; and supplies are utilised 
through market operations. Planning requires that aggregate 
incomes should be balanced with expenditure, savings should 
match investments, and the supply and demand of individual 
goods and services should be balanced in terms of money 
so as to avoid any inflationary rise of prices or undesirable 
shifts in prices. Physical and financial planning are different 
aspects of the same reality ”. It all sounded well on paper 
or from platform. It was only when the Second Plan was 
actually under way, as we shall see in the next chapter, that 
the innate contradictions of the so-called physical planning in 
a free economy became manifest. No doubt physical plan¬ 
ning will succeed, but only if the resources are correctly esti¬ 
mated, and the assumptions regarding the state of technology 
and the percentage of savings to the national income etc. 
are found correct. But it is doubtful whether our Planning 
Commission has used this tool of physical planning accurate¬ 
ly. On the one hand, as Prof. C. N. Vakil and Dr. P. R. 
Brahmanand have pointed out, “ the overall targets of the 
(Second) Plan are more financial in character than were 
targets of the First Plan ”. On the other hand, because of 
the obsession about the physical targets, the financial impli¬ 
cations were worked out, not carefully as under the First 
Plan, but on hypothetical assumptions about the economy’s 
capacity to save and invest. , 
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Order of Priorities 


In the second place, Prof. Mahalanobis was largely res¬ 
ponsible for bringing about a significant change in the order 
of priorities in the Plan. Industry now took the first place, 
and even here the emphasis was to be on the development 
of basic heavy industries. But agriculture, though given a 
subordinate place, was not ignored. While the plan-frame 
admitted of modification in matters of detail, Prof. Mahala¬ 
nobis also warned that “ there are inter-relations between its 
different parts so that a change of the target in one item 
may require consequential changes in other items ”. In 
short, Planning for Prof. Mahalanobis was an integral affair, 
not a patchwork business. It is satisfactory to note that in 
making a physical approach to planning, in determining 
priorities and in making the final Plan an integral whole, 
the Planning Commission has in the main retained the 
essential features of Prof. Mahalanobis’s Plan-frame. 


Basic Objectives 

The basic aim of the Plan is, of course, to raise our 
economic status and increase our total economic power. In 
other words, the aim to increase in appreciable measure both 
the per capita income and the total national wealth. The 
First Plan as we saw visualised a chain system of develop¬ 
ment involving a number of Five Year Plans, ultimately 
ending in our per capita income doubling itself in 27 years 
and the national income doubling itself in 22 years. Actual¬ 
ly, however, the national income had increased by 18% 
during the first Five Year Plan period against the estimated 
increase of only 11%. The planners, having taken note of 
this and wishing to accelerate still further the achieved rate 
of development, have now made the target 5% increase in 
the national income every year, i.e. 25% increase during 
the Second Plan period. Likewise the expected increase in 
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the per capita income for the whole plan period is II 
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To achieve this rate of growth the Planning Commission 
have visualised a further increase in the percentage of saving 
to the national income. In 1955-6 the percentage of saving 
to the national income was 7.3%. In 1960-1 the figure is 
expected to be 10.68%. However this rise can take place 
only if the expected availability of external resources mate¬ 
rialise. The Commission has come to the conclusion that 
25% increase in the national income is possible during the 
Plan period — an adroit assumption! In the First Plan 
the national income rose by 18%. The rate of investment 
as percentage of the national output rose from 4.9% in 
1950-1 to 7.3% in 1955-6. National income rose from 
Rs. 9,110 crores in 1950-1 to Rs. 10,800 crores in 1955-6 
at the 1952-3 price level. During this five year period a 
rise of Rs. 1,700 crores has been witnessed in the national 
income. During the same period investment is estimated at 
Rs. 3,100 crores. Thus the capital-output ratio works out 
to be 1.8:1, as against the Plan assumption of 3:1. Now 
the Commission has assumed the capital-output ratio to be 
2 3-1 for the Second Plan. The targets for the national 
income rise is based on this figure. But during the First 
Plan it must be remembered that capital intensive invest¬ 
ment was very small. It is only in the Second Plan that we 
are embarking on a more capital intensive investment pro¬ 
gramme. Again, the increase in the national income during 
the First Plan period was more due to better coverage 
of statistics and exceptionally good monsoons. Hence the 
targets may be said to be too optimistically drawn. 

JA mere increase in the national income is not the sole 
aim of our planning endeavour. The larger aim is rather to- 
achieve a general diffusion of happiness among the people 
by providing a free flow of goods, better employment oppor¬ 
tunities, and adequate health services and educational faci“ 
lities, all carrying forward “the process of institutional 
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change ” towards a socialistic society. To put it differently, 
the Plan aims at, not only economic development, but also 
social justice. The main aim is not to double or treble 
living standards, however desirable these may be in the 
immediate context, but rather to generate “ a dynamism in 
the economy which will lift it to continually higher levels of 
material well-being and of intellectual and cultural achieve¬ 
ments Economic development is but one of the many 
factors that determine a country’s or a community’s pros¬ 
perity. Without social betterment and general cultural pro¬ 
gress, mere economic development can have no meaning 
for us. 


Main Features of the Plan 


Some of the main features of the Second Five Year 
Plan may now briefly be indicated :— 

I. Concentration on Heavy Industries : For an under¬ 
developed country, heavy industries (iron & steel, cement, 
heavy chemicals, etc.) are vital to industrialisation and 
steady economic development. As we saw in the previous 
chapter, for a country of the size of India and with a popu¬ 
lation that is steadily increasing, our existing heavy indus¬ 
tries form but a negligible proportion of our actual needs. 
The First Plan couldn’t take up this task, and the planners 
have done well to give top priority to heavy industries in the 
Second Plan at least. 

II. Promotion of Hand Industries : Heavy industries 
will pay high dividends, but only in the long run. In the 
immediate context, for example, heavy industries cannot 
tackle the unemployment situation in the country. Un¬ 
employment, like total war, is an evil that creates various 
other evils, and it would be suicidal to leave it unchecked. 
•Both Prof. Mahalanobis and the Planning Commission felt 
that, as cottage industries are more labour intensive than 
large scale industries (which absorb more capital and less 
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labour), for a temporary period at least hand industries 
should be encouraged. On the one hand, basic heavy indus¬ 
tries are essential for the Nation's economic development; 
on the other hand, for promoting employment, hand indus¬ 
tries need to be encouraged. The idea is that, during the 
Second Plan period, large-scale consumer industries will 
receive attention only if they do not compete with small- 
scale hand industries. It may even be necessary to levy a 
cess on mill-made goods in order that hand-made goods 
may successfully compete with the former. Also, some types 
of consumer goods may be allocated to hand industries so 
that under cover of this monopoly they can thrive. This part 
of the Plan has raised a lot of controversy. The issue really 
is between the economically efficient way of promoting 
large-scale industries and the socially convenient way of 
promoting hand industries. It is, however, realised that this 
reservation in favour of hand-industries is a palliative rather 
than a permanent solution of the employment problem. By 
their proposal to encourage hand industries, and also through 
other means, the Planning Commission hoped to create 10 
million jobs during the Second Plan period, and to achieve 
full employment in the course of the next 10 years. For the 
educated unemployed, however, no specific provision was 
made in the Plan. It is a paradox that we should be 
seriously short of technical and administrative personnel and 
at the same time have large numbers of the educated un¬ 
employed on our hands. 

III. Fillip to Agriculture : Only those nations — the 
U.S.A. and U.S.S.R., for example — that give as much 
attention to agriculture as to industry can hope to achieve 
lasting economic self-sufficiency. This fact is appreciated 
by our planners. Major irrigation projects are well, under 
way, and new hydro-electric projects find a place in the 
Plan. Mechanisation of agricultural production is also being 
attempted in some States, and the experience gained will 
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determine the pace of future mechanisation. Among the 
most urgent tasks to be accomplished during the five-year 
period of the Second Plan are “a substantial increase in 
agricultural production, diversification of the agricultural 
economy, and the building up of an efficient and progressive 
system of agricultural production The planners have had 
in mind not only the productive aspects of agriculture but 
also the social aspects of ownership, tenancy, and rent. 
This is the reason why the Commission has advocated land 
reforms along certain lines. These reforms are expected to 
provide the right social, economic, and institutional frame¬ 
work for stimulating agricultural development and also to 
exert a profound influence on the life of the toiling masses 
engaged in agriculture. 

IV. Emphasis on Social Welfare Schemes : Such 
schemes comprise health, sanitation, housing, and above all, 
education. Expenditure on these items may be described 
as an indirect form of national investment. A worker who 
has a healthy mind in a healthy body can achieve greater 
productivity than a half-starved illiterate or ill-educated 
worker. If our output per worker is to increase appre¬ 
ciably, these social welfare schemes call for urgent and effi¬ 
cient implementation. Besides, a socialistic pattern of society 
involves a high degree of equality of opportunity for the 
citizens, and if this is to be realized, a continuing emphasis 
has to be laid on the development of educational and medical 
facilities to the people and on the advancement of agricul¬ 
tural and industrial labour, displaced persons, and other 
underprivileged classes. Physical and mental well-being 
must go hand in hand, and so must individual and collective 
prosperity. The planners have kept steadily in view these 
imperatives of planning for all-round progress and prosperity. 

V. Insistence on the Goal of a Socialistic Society : 
The Amritsar, Congress of 1955, going one better than the 
earlier Avadi Congress, has laid down that the cardinal aim 
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of our national endeavour shall be to achieve in the fullness 
of time a socialistic (and not alone a socialistic pattern of) 
society. Even the First Plan sought to promote our mate¬ 
rial welfare by raising our standard of life through an overall 
development of the country’s economy. But the Second 
Plan has made a significant shift in emphasis in the enuncia¬ 
tion of our objectives. A rising standard of life is not the 
goal of planning but rather the means to a better intellectual 
and cultural life. Economic development leads to a higher 
standard of living, and this in turn must provide the masses 
with “ the environment in which there is scope for the ex¬ 
pression and application of diverse faculties and urges 
This necessarily means that the existing framework of econo¬ 
mic and social institutions should be refashioned so that 
they may effectively hasten our advance towards the ulti¬ 
mate goal of “ wider and deeper social values ”. Socialistic 
society thus comprises these “ wider and deeper social 
values However ambiguous the phrase and however pro¬ 
miscuously it may be bandied about, ‘ socialistic society ’ 
certainly means, firstly, increased reliance on the public sec¬ 
tor, and secondly, a steady reduction of inequalities in 
incomes and economic status or power. It is essential, too, 
that “major decisions regarding production, distribution, 
consumption, and investment — and in fact all significant 
socio-economic relationships — must be made by agencies 
informed by social purpose The double aim of the 
planners, then, is to produce more and more in agriculture 
and in industry and to distribute evenly what is produced. 
The private sector will still be there, but the profit motive 
will be kept in reasonable check. Apologists of one or other 
economic school may canvass the claims of the private or the 
public sector, the economically efficient or the socially satis¬ 
fying system. But, even as all economies have become in a 
way mixed economies, all industrial systems too now-a-days 
try as far as possible to balance the economically efficient 
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With the socially equitable. In modern democracies, while 
the people’s representatives run the Government, the Gov¬ 
ernment in its turn controls — or regulates — the manifold 
activities of the people. So a merely doctrinaire approach to 
the problem will" do no good to anybody. Whether the 
question be concentration vs. dispersal, or large-scale v.sv 
small-scale, the real need is to take note of the existing 
factors, the interests of the region and of the people as a 
whole. The economic climate, which is now one of apathy 
or apprehension, should change, and capital should be 
coaxed into either the private sector by way of investment or 
the public sector by way of loans. The evils of the industrial 
age have been summed up as squalor, ignorance, want, and 
idleness. But these are not inseparable from a so-called 
capitalist system any more than they are impossible of asso¬ 
ciation with a so-called socialistic system. Here, then, we 
have the real challenge to India. Can we efficiently indus¬ 
trialise — for without industrialisation the problem of our 
age-long poverty cannot be solved — and at the same time 
avoid the evils of overcrowding, uprootedness, slum-life, bad 
sanitation, disease, ignorance, gross inequality in standards 
of life, and chronic insecurity ? It is immaterial who runs 
the industry : the private limited liability company or the 
State or the two in healthy partnership. By its fruits — and 
not by its look or the rustle of its leaves — shall you judge 
the tree ! Social gain is the fruit, and industry is merely 
the imposing tree. 

VI. The Proposed Outlay : The total proposed out¬ 
lay under the Second Plan was of the order of Rs. 4,800 
crores (as against Rs. 2,378 crores under the First Plan 
and Rs. 4,300 crores in the draft Plan-frame by Prof. 
Mahalanobis). This sum was to be spent on developmental 
projects by the Union and State Governments. Apart from 
this, considerable expenditure was to be incurred also on 
non-developmental activities such as defence, administration. 
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etc. Of the Rs. 4,800 crores provided, about Rs. 1,0( 
crores was earmarked for current development. Govern¬ 
ment was*thus to incur only a sum of Rs. 3,800 crores on 
direct investment, including expenditure on community deve¬ 
lopment. When we add to this figure the private sector’s 
share of Rs. 2,400 crores, the total investment programme 
under the Second Plan was to be of the order of Rs. 6,200 
crores, a figure exactly double that of the achieved invest¬ 
ment under the First Plan. It is estimated that to accom¬ 
plish this volume of investment it would be necessary to 
invest steadily about 10% of the national income. While 
under the First Plan the amounts invested by the private 
and public sectors were about equal, under the Second Plan 
the proposed investment targets in the private and public 
sectors were in the ratio of 39 : 61. Owing to the socia¬ 
listic bias of the planners the relative importance of the 
private sector in the overall picture of the Plan is diminished 
somewhat, but in absolute terms the private sector is in 
no way stifled. 

Agriculture and community development projects will 
account for Rs. 568 crores, i.e., about 11.8% of the total 
outlay. In absolute terms this is no doubt a higher figure 
than the sum of Rs. 356 crores provided under the First 
Plan, but in terms of percentage the Second Plan’s 11.8% 
allotment is less impressive than the First Plan’s 16%. 
Irrigation and power is rightly allotted an important place 
in the Second Plan—Rs. 913 crores or about* 19% of the 
total outlay. It is proposed, not only to improve irrigation 
and power facilities, but also to devise measures to control 
floods which have of late been causing untold damage to 
our economy. Apart from Rs. 690 crores provided for 
heavy and large-scale industries, Rs. 200 crores are set $part 
for village and small-scale industries. Transport and com¬ 
munications receive in the Second Plan Rs. 1,385 crores, 
nearly 50% more than what the draft Plan-frame provided. 

7 
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The major item under transport is railways, which accc 
for Rs. 900 crores. Originally the Second Plan proposed 
an outlay of Rs. 4,800 crores. But after some time it was 
found that the cost estimates of some of the Plan projects 
had gone up and the financial outlays required to fulfil the 
physical targets would be correspondingly higher. Hence 
an upward revision of the financial outlay became neces¬ 
sary. But in view of the deteriorating resource position the 
Planning Commission kept the total outlay at Rs. 4,800 
crores, but revised the allocations. In May 1958, again, 
after analysing the resource position, the Planning Commis¬ 
sion were forced to reduce the total outlay to Rs. 4,500 
crores because of the very grave resource position. This 
was to ensure the completion of the important projects of 
the Plan—otherwise known as ‘ Core ’ of the Plan—at 
least. The three stages of the allocation of resources are 
given in the following table : 

Allocations of Outlays by Major Heads of Development 

(Figures in Crores of Rupees) 
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These are the major heads of expenditure for the 
country as a whole. Actually, however, Rs. 2,55 9 crores 
will be spent directly by the Union Government, and 
Rs. 2,241 by the States. The States’ share of the total out¬ 
lay also underwent a metamorphosis along with the total 
outlay. From Rs. 2,241 crores, it was reduced to Rs. 2,207 
crores and the final figure is Rs. 2,048 crores. Although 
each individual State is raising the cry that the allotment 
is not liberal enough, taking a general view, the allocation 
is by no means unfair. In this context, it is to be noted 
that the Union Government sometimes matches its grants 
to the States with their own programmes of investment. But, 
as the Eastern Economist has observed, “ the policy of the 
Central Government in ‘ matching ’ grants for some schemes 

in the social services sector deserves to be criticised.it 

is anomalous that Central aid should be given to the better 
off States which can probably implement the schemes them¬ 
selves, while backward States will be penalised for being 
backward ”. Although it is said that God only helps those 
that help themselves, the Union Government will be well 
advised to follow a more rational policy. In this connection 
the suggestion of Mr. A. K. Chanda, the Auditor-General, 
that the Union Government might spend the stipulated 50% 
of the expenditure for implementation by the States deserves 
to be sympathetically considered by the Planning Commis¬ 
sion. 


The Targets 

I. Food and Agriculture : Let us now turn to parti¬ 
cular aspects of the Plan, and especially to some of the 
physical targets. Though agriculture is not given top prio¬ 
rity as in the First Plan, it would be suicidal to minimise 
its role in the national economy. A growing population 
needs more and more food, and expanding industries need 
more and more raw materials : thus agriculture holds a key 
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all planning programmes for India. It is now 
posed under the Second Five Year Plan to bring 21 million 
more acres under cultivation through the opening up of 
new irrigational facilities. There is also to be a shift in 
some places from food to commercial crops with a view 
to earning foreign exchange. Besides bringing more land 
under cultivation as above indicated, it is hoped to orga¬ 
nise intensive cultivation wherever possible so that agricul¬ 
tural production may proportionately increase. There are 
thus many plans for increasing the productivity of land. The 
consumption of nitrogenous fertilisers is expected to touch 
1.8 million tons in 1960-1. The Sindri Fertiliser Factory 
will be worked to its utmost capacity to supply the needs 
of the country, and new factories are to be set up to pro¬ 
duce chemical manures. Apart from these, there are plans 
too for utilising the sewage and town compost for manur¬ 
ing the fields. The value of green manures cannot be over¬ 
emphasized, for they are cheap and easy to use, and a little 
instruction will go a long way to help the cultivator in his 
task. Further, the State Plans provide for a seed multipli¬ 
cation farm for every national extension service block. These 
farms could easily supply better seeds for the areas under 
their jurisdiction. There are schemes, moreover, for plant 
protection—especially protection from insects which are a 
menace to crops. State Governments have their own locust 
control measures which, it is hoped, will be fully imple¬ 
mented during the next five years. There are, finally, 
research programmes in agriculture, for which the Plan has 
provided Rs. 15.15 crores. 

In view of the measures outlined above, the Second 
Plan hopes to effect a substantial improvement in our posi¬ 
tion relating to the production of foodgrains and raw mate¬ 
rials. r If the base is 1949-50, the index for foodgrains in 
1955-6 is 111 and for commercial crops 122; it is esti¬ 
mated that the index for foodgrains will rise to 129 and for 
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commercial crops to 148 in 1960-1. In foodgrains alone, 
the estimated increase is 10 million tons in the annual pro¬ 
duction. But despite this increase, Government is thinking 
of importing foodgrains at a cost of Rs. 84 crofes to be 
kept as buffer stocks to forestall possible inflationary trends 
that may develop during the Plan period. As for commer¬ 
cial crops, an appreciable increase in production is visualised 
in coconuts, lac, and cashewnuts. 

Regarding allied fields like horticulture, animal hus¬ 
bandry, and fisheries, it is enough to say that these haven’t 
been ignored in the Plan. Horticulture gets about Rs. 8 
crores for developmental measures, and short-term loans 
are to be offered to farmers to enable them to form new 
gardens or rejuvenate old ones. Schemes for training peo¬ 
ple in horticultural techniques are being considered. Altoge¬ 
ther the Plan expects that 200,000 acres will be newly 
brought under horticultural cultivation. Canned fruit and 
vegetable production is likely to increase from 20,000 to 
50,000 tons. As animal husbandry gets Rs. 56 crores, it 
is proposed to open institutions in 1,258 key villages where 
the people of the particular regions will receive advice about 
livestock management and especially on questions relating 
to the health of cattle. Artificial insemination is also to 
be encouraged for the supply of better livestock. Finally, 
fisheries receive an allotment of Rs. 12 crores for mea¬ 
sures of development. 

The Planning Commission has realised how important 
a source of income our forests are, and has accordingly set 
apart Rs. 27 crores for forest development. It is a pity 
that in recent years trees have been cut down in untold 
numbers, rendering countryside and riverside bare in the 
-extreme, depriving roads of the protective cover of high- 
arching trees, and denuding the forests of their wealth. The 
4 Vana Mahotsava ’ movement, initiated with foresight and 
imagination by Shri K. M. Munshi when he was F3bd 
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Minister, has done a good deal to check this steady deple¬ 
tion in our forest -wealth, but a revolution in our thinking 
is called for. The goat menace is still not properly assessed 
for the terrible blight that it is. The Plan provides for 
improvement of the poorer areas of our forests, increased 
production .and availability of timber, conservation of wild 
life, and for forest research and the co-ordination of forest 
development schemes all over the country. 

II. Community Development : The share of com¬ 
munity development in the total outlay is about Rs. 200' 
crores. The main objective in the promotion of these com¬ 
munity development schemes is, as we have seen earlier, 
to bring out the latent abilities of the villagers and indirectly 
step up agricultural productivity. The Plan claims that 
community projects and N.E.S. blocks “ are one of the 
principal sources of vitality in democratic planning ”. India 
has known such co-operative adventures in the past, and 
it is good to revive them. But the incentive should come 
from the villagers, not supplied ready-made by the bureau¬ 
cracy. Closely allied to these schemes are measures for the 
development of village panchayats to promote corporate 
life in the villages. Rs. 12 crores is provided under the 
Plan for promoting village panchayats and enabling them 
to fulfil their proper role of mobilizing the community’s 
resources on the issue of village regeneration. 

III. Irrigation and Flood-Control : Under irrigation 
the estimated expenditure would be Rs. 486 crores, and 
this is to’ cover flood control measures also ; as mentioned 
earlier, 21 million acres, of land are to be newly brought 
under cultivation. The allotment under Power is Rs. 427 
crores. The Second Plan would appear to favour medium 
irrigation and power projects, because these are likely to 
yield results quickly and the benefits could be scattered 
over a wide area. Out of the 195 new projects, no less 
than 143 projects are medium irrigation projects costing 



about Rs. 1 crore each. Major irrigation projects have 
their importance too, for they are likely to prove more 
effective in conserving colossal volumes of water and also 
exercising a check on floods which could be a menace in 
a country like India. It is gratifying to note that about 
10 major projects are to be taken in the course of the 
next few years. The tube-well method of irrigation, although 
its utility is restricted, may be the only way in certain situa¬ 
tions or areas. The Second Plan has earmarked Rs. 20 
crores for the construction of 3,581 tube-wells, and an area 
of 916,000 acres is expected to be irrigated by water from 
these wells, Uttar Pradesh and Punjab being the best bene¬ 
ficiaries under these schemes. 

IV. Heavy Industries : Turning now to the industrial 
sphere, there are many schemes under the Plan to raise 
production as well as productivity. Heavy industries form¬ 
ing almost the base plank of the Second Plan, the steel 
plants and the ancillary factories are to be the kernel of 
the new industrial development programme. By the end 
of the Plan period the three iron and steel factories at Rour- 
kela, Bhilai and Durgapur are expected to go into produc¬ 
tion, the collective capacity of these three factories being 
3 million tons ingot and 350,000 tons foundry grade pig 
iron. The Bhadravati Iron and Steel Works is to receive 
replenishment in its equipment so as to enable it to pro¬ 
duce annually 100,000 tons. Altogether, the Plan esti¬ 
mates a production of 2 million tons of iron and steel in 
the public sector by the end of the Second Plan period. In 
the private sector also—here the main burden is to be 
borne by the Tata Iron and Steel and the Indian Iron and 
Steel factories—the production is expected to rise from 
the current level of 1.25 million tons to 2.3 million tons 
annually. 

Next to the production of iron and steel, heavy engineer¬ 
ing industries—i.e., industries engaged in the production of 
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locomotives, heavy foundries, forges, structural shops, 
machine tools, etc.—have claimed the attention of the Plan¬ 
ning Commission.” The Chittaranjan Locomotive Works is 
to be expanded, and its developmental programme includes 
the erection of a heavy steel foundry. The National Indus¬ 
trial Development Corporation, which has been constituted 
to develop pioneering industries, has allotted Rs. 15 crores 
for heavy foundries and forge shops, which will facilitate 
the production of machine tools, heavy electrical equip¬ 
ment, etc. Further, the Hindusthan Machine Tools Fac¬ 
tory at Jalahalli is to be expanded during the Plan period 
at a cost of Rs. 2 crores. Besides, our Government has 
entered into an agreement with an English firm for starting 
a factory near Bhopal for the production of heavy electrical 
equipment : this is expected to cost Rs. 61 crores spread 
over 9 years. The private sector too is to have its own 
share in the heavy engineering industries. Particular men¬ 
tion must be made of the 2 new concerns, Kalinga Tubes 
Ltd. and India Tube Company, which are expected to engage 
in the production of tubes and pipes. The Tatas have plans 
to produce jeeps, trucks, and cars, and by 1960-1 the pro¬ 
duction target of 57,000 vehicles per year is likely to be 
reached. Machinery for the production of cotton and jute 
textiles, sugar, paper, cement, and electric motors is also 
to be produced in the private sector. 

Cement is one of our basic industries, and it is now 
almost completely controlled by the private sector. During 
the Plan period production capacity and actual production 
are both expected to record increases. Out of the 13 mil¬ 
lion tons per year to be produced, 5 lakh tons would be in 
the public sector. On the other hand, the fertiliser industry 
is now almost a monopoly of the Government. While the 
consumption of fertilisers may go up to 370,000 tons in 
1960-1, the output was only 85,000 tons at the commence- 
rpent of the Plan. To meet the additional demand, not 
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only the Sindri factory is to be expanded, but three new 
factories—at Nangal (Punjab), Rourkela (Orissa) and Ney- 
veli (Madras), respectively—are to be built as soon as 
practicable. Like cement, heavy chemicals are also con¬ 
trolled largely by the private sector, and the target for sul¬ 
phuric acid in 1960-1 is 470,000 tons ; for soda ash, 
230,000 tons ; and caustic soda, 135,400 tons. The pro¬ 
duction of paper, newsprint, paper board, rayon, and alu¬ 
minium is also to be stepped up considerably during the 
Second Plan period. 

V. Consumer Industries : While no doubt heavy 
industries have been very liberally provided for in the Plan, 
it by no means follows that the consumer industries have 
been neglected. High priority has been given to the moder¬ 
nisation of cotton and jute textile industries, and this must 
effect substantial increases in production. Sugar and vege¬ 
table oils too are expected to achieve increased production. 
Nevertheless, as a general policy, the production of consu¬ 
mer goods is left in the Plan to the cottage and hand indus¬ 
tries, for which Rs. 200 crores has been allocated : hand- 
loom, Rs. 59.5 crores ; khadi, 16.7 crores ; village indus¬ 
tries, 38.8 crores; and the rest of the allotment for other 
small-scale industries. This part of the Plan, viz., foster¬ 
ing hand industries at the cost of the established consumer 
goods industries, has come in for a lot of criticism. We 
shall refer to this again towards the close of this chapter. 

VI. Transport and Communications : In any deve¬ 
loping economy, communications—and railways in parti¬ 
cular—must play a vital part. Rs. 1^385 crores (28.9% of 
the total outlay ) has been allotted to communications under 
the Second Plan, out of which railways receive Rs. 900 
crores for development. In addition the railways will £pend 
Rs. 225 crores on normal replacement. Passenger capacity 
is to be increased by 15%, and freight capacity by 35%. 
Furthermore, 1,607 miles of track are to be doubled, 2§£ 
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miles are to be converted from meter to broad gauge, sec¬ 
tions totalling 826 miles are to be electrified, and dieseli- 
sation is to be introduced over 1,293 miles ; 842 miles of 
new lines are to be laid and 8,000 miles of obsolete track 
are to be renewed; in addition to the locomotives and 
coaches produced in India, materials worth Rs. 425 crores 
are to be imported from abroad—steel to the value of 
Rs. 137 crores, locomotives costing Rs. 81 crores, and 
wagons and other rolling stock for the remainder of the 
allotted sum. Prof. J. JC Galbraith of Harvard University 
visited India a few years ago and submitted a report to 
Government on the working of the Indian railways. He 
recommended certain cuts in expenditure and also^ a reduc¬ 
tion in passenger traffic and a rise in passenger tariff ; but 
he seems to have rather misjudged the situation in India, 
where there are no easy alternatives to railway travel. The 
need still is for more facilities for passenger traffic and, 
if possible, a reduction in passenger fares. 

As regards road traffic, the old indifference is again 
in evidence. Hardly 6% of the outlay (i.e., an allotment 
of only Rs. 271 crores) is set apart under this item, which 
will mean 600 miles of new roads to be laid by the Union 
Government and 9,000 miles of surface roads to be laid 
by the States. It doesn’t seem to be realised that if the 
steadily increasing pressure on railway goods traffic is to 
be lessened, it is necessary to divert some of this traffic to the 
roads, and to this end our roads need urgent attention and 
development. As for shipping, the Second Plan expects the 
total tonnage to increase from “ 60,000 G.R.T. at the end 
of the First Plan to 900,000 G.R.T. at the end of the 
Second Plan, after allowing for the obsolescence of 90,000 
G.R.Y.”. A dry dock was also to be constructed at the 
Visakhapatnam shipyard. Even so, the Commission feels 
that the provision under shipping is inadequate. It is neces¬ 
sary that coastal shipping should be developed to the utmost 
* # 



extent possible, for shipping trade, like road traffic, can 
considerably relieve the present almost abnormal pressure 
on the railways. 

VII. Social Services : Despite the fact that social 
services are of vital importance for the advancement of a 
nation, little has so far been done in this sphere and, in 
fact, social services figure last in the order of priorities 
under the Second Plan. Nay more : each revision of the 
Plan during the last 30 months has only meant further and 
further diminution of the allotments for the social services. 
The citizen needs mental and bodily health : in other 
words, education and medical facilities. Taking education 
first, even when all our present schemes are implemented, 
only about 63% of the 6-11 age group will receive the bene¬ 
fits of primary education by 1960-1. But education means 
both mental health and the acquisition of useful skills. 
Where are the technicians needed for our developing demo¬ 
cracy that has launched ambitious schemes for industrial 
expansion on an almost unprecedented scale? Many new 
technical and technological institutes are to be opened, no 
doubt, but the outturn of graduates in Engineering is expec¬ 
ted to rise from 3,000 in 1955 to 5,480 in I960, and of 
Engineering diploma holders from 3,560 in 1955 to 8,000 
in i960—a commendable, though by no means a specta¬ 
cular or even a truly satisfactory, rise in the context of our 
actual requirements. 

The same paucity is being felt with regard to medical 
personnel. The Second Plan hopes to increase the supply 
of doctors by 18%, nurses by 41%, and of health assis¬ 
tants by 75%. It is proposed to set up 300 urban and 
2,000 rural clinics during the five year period. There is 
some provision also for the now popular family planning 
programmes. While we have to be thankful for what is 
being done, we should also not ignore the fact that not 
more than the mere fringe of the colossal problem of pub’ic 
» • 
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health has so far been touched. One has to visit the more 
inaccessible villages to realize how meagre—how almost non¬ 
existent—modem medical facilities are for the bulk of the 
rural population. Or one has only to visit the more busy 
urban dispensaries to realize how difficult indeed it must 
be for the general practitioner to attend to literally hundreds 
of patients standing in queue. Like an automatic machine 
he scribbles the name and age, and almost before he has 
had time to diagnose the trouble, he writes down the pres¬ 
cription, and so the next in the queue claims his attention. 
It is more than flesh and blood could stand, and all honour 
to these hard-working medical practitioners. But it would 
be criminal complacency to feel that either with regard to 
the availability of medical personnel or with regard to the 
provision of modern equipment and the supply of the neces¬ 
sary medicines we are at all adequately served. 

Financing the Plan 


We have detailed above the more important physical . 
and financial targets under the Second Plan. But this is 
not the whole story, for there is another side also to the 
picture. Government is to spend, as we have seen, Rs. 4,800 
crores on the development side alone, not counting the 
vast amounts to be spent on civil administration and defence. 
Where is the money to come from ? Finance has rightly 
been called the Achilles Heel of any plan of economic deve¬ 
lopment. Under the Second Plan current revenue resour¬ 
ces were expected to yield Rs. 350 crores, additional taxa¬ 
tion Rs. 450 crores, railway surpluses Rs. 150 crores, 
borrowing programme Rs. 1,200 crores, and anticipated 
external assistance Rs. 800 crores. To cover up the remain¬ 
der, °it was proposed to create Rs. 1,200 through deficit 
financing. It was ominous, though, that even after exhaust¬ 
ing every possibility, Rs. 400 crores remained to be covered, 
c These estimates, however impressive on the surface. 
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cannot be accepted without question. The planners seem 
to have been carried away by optimism when arriving at 
these figures. The States are required under the Plan to 
raise additional revenue of the order of Rs. 225 crores But 
the finances of the States, especially after the introduction 
of prohibition in many of them, are not elastic enough 
to be readily able to achieve this feat. But the borrowing 
programme may, perhaps, be successfully carried out and 
the non-tax revenues also may yield what is expected of 
them. 


Apart from internal resources, foreign aid is doubtless 
the most agreeable form of financing the Plan, but we can 
never be quite sure that we will be able to get a large enough 
amount, as loans or as gifts, from foreign sources. Western 
nations are—and have been—rather critical of India’s foreign 
policy, and the effective role played by India at the time of 
the Suez crisis, however justifiable, for a time worsened our 
relations with the U.K. and France ; and India’s friendly atti¬ 
tude to Red China has generally been a source of irritation 
between the U.S.A. and ourselves. Soviet Russia, of course, 
is seemingly sympathetic towards us, but she is on the whole 
more apt to be liberal with words than with cash, and more 
likely to help her own numerous satellites than a neutral 
country like India. Before 1914, the U.S.A. received a 
tremendous stimulus for her expanding economy from foreign 
loans and investments. India, on the other hand, the cli¬ 
mate at the moment is not at all propitious for attracting 
foreign capital in sufficient measure. According to the report 
of the World Bank’s Survey Mission, in India both the Gov¬ 
ernment and the private investors are against foreign capital, 
and it would be better to rely more on private foreign invest¬ 
ments than on foreign Government aid, and the best thing 
would be to organize joint ventures in India bringing toge¬ 
ther both Indian and foreign capital, as it is being done 
in post-war Japan. It is also interesting to note that recently 


» 



A Grammar of Indian Plan 




an entirely private institution, the Industrial Finance and 
Credit Corporation, has been organised with the specific pur¬ 
pose of attracting foreign capital to India. 

With additional taxation and foreign aid remaining 
doubtful as above indicated, we are left with the dangerous 
expedient of deficit-financing. It is wrong in this context 
to compare peace time economic development with the 
abnormal conditions of war-time financing. Even supposing 
that we have considerable unutilised resources, is it altoge¬ 
ther wise to resort to deficit financing of the order of 
Rs. 1 200 crores ? As our ex-Finance Minister Mr. 1 • 1 . 
Krishnamachari has pointed out, “The main risk that is 
inherent in any planning for rapid industrialisation is pri¬ 
marily that of inflation. This risk is somewhat accentuated 
in our Plan because of a large amount of deficit financing 
that must be necessarily resorted to in order to make the 
Plan a success ”. But in taking a wrong road, hoping that 
it will somehow lead us to the right destination, have we 
not been indulging in self-deception? One thing, at any 
rate is clear : without jeopardising our democratic way 
of life every step should be taken to keep inflation down. 
Consumer goods production should be increased, and it 
mav be that less reliance should be placed than was con¬ 
templated under the Plan on hand industries for the produc¬ 
tion of consumer goods. 

When the Plan was being formulated, one or two ques¬ 
tions raised a warning finger before the planners : Had all 
other measures—i.e., measures other than d cficit fin ancing 
been taken to augment our financial position? What attempts, 
for instance, had been made to recover (as the Pubh 
Accounts Committee had urged) the sum of Rs. 300 crores 
that Pakistan owed (and still owes) to India . The mdis 
criminate resort to deficit financing during the recent Woild 
War produced disastrous results on our economy, and 
Though the stepping up of our deficit in 1955-6 (the last 
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year of the First Five Year Plan) hadn’t apparently produci 
any very serious results, it would still be foolish to strain 
the principle of deficit financing to the absolute breaking 
point. If caution was not exercised and inflation of an 
alarming nature really set in, physical controls and other 
essentially undemocratic measures might have to be taken 
to keep in check the possible consequences of large-scale 
deficit financing. It was certainly no cheerful prospect to 
contemplate, for according to the International Monetary 
Fund Mission, “ controls are difficult and costly to adminis¬ 
ter. Their successful enforcement on a comprehensive scale 
and for a long period of time cannot be taken, for granted, 
an<| may prove impossible. The controls involve economic 
costs 5 in the form of rigidities, waste, and disrupted produc¬ 
tion. If long continued, they weaken incentives to work and 
to supply goods in exchange for money ”. It would thus 
be far more advisable f^r Government to follow democratic 
methods as far as possible, even if it should mean a slight 
diminution in the scope of the Plan. 


The Private Sector in the Narrows 


The private sector is expected to invest Rs. 2,400 crores 
during the Second Plan period. This will comprise Rs. 575 
crores in organized industry and mining, Rs. 1,000 crores 
in construction, Rs. 125 crores in plantations, Rs. 300 crores 
in agriculture and village industries, and Rs. 400 crores 
in stocks. Here too the planners have perhaps erred on 
the side of excessive optimism. Government’s taxation and 
liberal loan policies have largely emptied the private sector 
of its resources, and Government’s nationalisation policy— 
as instanced by the taking over of the Imperial Bank of 
India and the Insurance Companies—has scared the private 
investor and almost wholly damped his initiative. There is 
also the Damocles’ Sword of possible further amendments 
to the Constitution that may legitimize future attempts at 
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expropriation of particular classes of the community. It is 
clear therefore that not until the climate for investment is 
favourably altered can the Plan’s targets for the private sec¬ 
tor be reached readily or in time. 


Hand Industries 

Nor can the now accepted policy of favouring hand 
industries solely to increase employment opportunities be 
defended on strictly economic grounds. After all, unem¬ 
ployment in a developing economy is a short-run pheno¬ 
menon, and it must disappear sooner or later if the eco¬ 
nomy is really dynamic and prosperous. The prime objec¬ 
tive of the Plan is to increase our production and diminish 
our poverty, and at just this psychological moment to call 
for a retreat on the technical side of production by shifting 
the emphasis to hand industries is very odd indeed. More¬ 
over, is it not an irony that, while on the rural front mecha¬ 
nisation is being contemplated (which must throw many 
thousands of agricultural labourers out of employment), on 
the industrial front cotton textiles, etc., are to be switched 
over, at least partly, to cottage industries ? It is understood 
that taxes are to be imposed on consumer goods industries 
with a view to fostering cottage industries,—but is this altoge¬ 
ther a sound policy? Ground between the upper and the 
nether millstones of foreign competition and local suffoca¬ 
tion, some of our consumer goods industries may suffer 
irreparable damage. Moreover, the aid to cottage indus¬ 
tries is confessedly to be of a temporary character, and these 
are one day to be inevitably swallowed up by the large- 
scale industries. Under these circumstances, our makeshift 
programme can perhaps only postpone, not really solve, the 
menace of unemployment. The fostering ol hand-industries 
suggests a flagrant intrusion of politics in the formulation 
of our Plans. This is because hand industries are not strong 
enough to bear the economic burden assigned to them. Their 
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_.y lies, in the words of Mr. C. D. Deshmukh, “ in te 

ing the edge off the clamant problems of unemployment and 
under-employment; but, looking at their economics and at 
the incomplete organisation of administration and exper¬ 
tise behind them, such devices seem to be suited only in 
their marginal use to get people employed as also to create 
an atmosphere of self-dependence and industriousness in 
the rural areas And the Oxbridge type of literary edu¬ 
cation (this applies to education in the humanities as well 
as the sciences and even in the professional courses, as such 
education is imparted in our universities today) is of little 
use to a country like India awakening to the urgent tasks 
of reconstruction, and to this crucial problem of educa¬ 
tional maladjustment our planners have given no more than 
a passing thought. We are thus likely to have large num¬ 
bers of the unemployed (including the ‘ educated ’ unem¬ 
ployed) as a drag on our economy and as an affront to 
our national self-respect for many more years to come. 


The Size of the Plan 

There has been a good deal of controversy regarding 
the size of the Second Plan. In his note of dissent dated 
the 22 April 1955, appended to the memorandum prepared 
by the Economists’ Panel on Prof. Mahalanobis’ Plan-frame, 
Prof. B. R. Shenoy declared that “the size of the Plan- 
frame has been unduly inflated as the result, on the one 
hand, of an over-optimistic growth in national income, which 
it aims at, and, on the other, of an unduly average rate of 
saving as applied to this assumed growth in income 
Mr. K. C. Neogy, then a member of the Planning Commis¬ 
sion, also criticised the Plan for lacking definiteness,, for 
being unrealistic and overambitious, and for raising a •mas¬ 
sive superstructure on precarious foundations. The World 
Bank’s survey mission too considered the Plan “ somewhat 
too ambitious ”. It is, however, possible to view the ques- 
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tipn irom a different angle. The International Monetary 
Fund’s survey mission reported only four years ago that 
economic progress in India had been “ slow, too slow, and 
must now be accelerated Psychologically, a bold Plan 
is apt to rouse the people’s enthusiasm much more than an 
insipid and timid Plan. And since the need for flexibility has 
been officially recognized, there should be no difficulty about 
reducing the size of the Plan at a later stage should circum¬ 
stances compel such a course of action. However plausible 
this line of defence, it is not without its fallacies. As the 
Economic Weekly pointed out, there is the danger “ of a 
large number of foundation stones being put up in 1956-7, 
and no edifice coming up on many of them in 1960-1 
on account of lack of funds ”. Joking apart, it is an admit¬ 
ted fact that in 1956 we were absolutely sure only of about 
one fourth of the targeted outlay of the Plan. We may 
be lucky enough to raise the rest of the needed money. But 
then the important thing is not the actual percentage of 
the total estimated outlay that is spent but, in the words 
of Mr. C. D. Deshmukh, “ the fact is that the country does 
put in the maximum effort and gains in stature and self- 
confidence at its own achievements 

Conclusion 


We needn’t quarrel with the socialistic objective of the 
Planners. The late Stanley Baldwin said once that we are 
all socialists now-a-days. But the planners did not really 
seem to know their own minds. The private sector is nei¬ 
ther allowed to thrive nor is it efficiently killed. Land dis¬ 
tribution is wayward in the extreme, differing from State 
to State. With all respect to Acharya Vinoba Bhave, it 
musk be admitted that his Bhoodan Yagna programme is 
essentially uneconomic and may stand in the way of any 
scientific or rational redistribution of land in the future, 
'piis philanthropy under (moral) compulsion is giving rise 
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to a new species of national hypocrisy, and it is a great 
pity that the venerable Vinobaji should not yet realize what 
is happening and what is bound to happen under the extra¬ 
ordinary conditions generated by his walking tours. It is 
interesting to see what Mr. Mehr Chond Mahajan, Retired 
Chief Justice of India, has to say in this matter : “I am 
opposed to this movement, as it will create a new class of 
persons living on land given in charity. They will always 
have the imprint of inferior status, the givers regarding them¬ 
selves as of higher status. What a number of donors 

to Bhoodan movement have donated is not worth having 
as it is not culturable ”. Our objective should be to deve¬ 
lop our men into self-reliant and self-respecting citizens, and 
not degrade them into beggars living on charity. 

These caveats notwithstanding, taking a total view, it 
must be conceded that the Second Plan has cut a new 
path of economic development for the country, quite different 
from that of the First Plan. With the right administrative 
and organisational assistance, and the right measure of 
public co-operation, and also the continuance of a peace¬ 
ful atmosphere within and without the country, we should 
be able to implement the Second Plan as successfully at 
least as the First Plan. 








THE SECOND PLAN AT BAY 


To be, or not to be—that is the question”. 

Hamlet. 


Thirty-three Months After 

The Second Five Year Plan started functioning on 
1 April 1956. It is now more than thirty-three months since 
the Plan was launched,—the Plan seeking to rebuild rural 
India, to lay the foundations of industrial progress, and to 
secure to the greatest extent feasible opportunities for weaker 
and underprivileged sections of our people and the balance 
development of all parts of our country”. During this 
period India and the rest of the world have witnessed many 
an interesting and exciting event, and these many happen¬ 
ings have influenced to a great extent the economic policies 
of the Government of India. The Suez crisis and the launc 
ing of the Russian Sputniks have rather altered the balance 
of forces and changed the political picture of the world, 
and it is no idle speculation that, these two events have had 
their repercussions on the progress of the Second Pive Year 
Plan. Inside India, we have witnessed important events 
like the implementation of the States Reorganization Com¬ 
mittee’s recommendations, the general elections of 1956, the 
introduction of decimal coinage, the formation of the first 
Communist Government in the Kerala State, the notorious 
‘ Mundhra Affair ’ and the resignation of the Finance Minis¬ 
ter Mr. T. T. Krishnamachari, and these too have made 


their impact on Indian economy. 


The induction of the Second Five Year Plan was made 
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with a good deal of optimism (too much of it, perhaps !), 
generated partly at least by the moderate success achieved 
by the First Plan. Much water has flowed since then under 
the rickety bridge of Indian economy, and the initial opti¬ 
mism has considerably cooled, and in its place have crept 
in serious doubts regarding the possibility of the Second 
Plan being successfully implemented. Everywhere we come 
across critics assailing our planners as having been too gulli¬ 
ble, and charging them with both insufficiency and ineffi¬ 
ciency. The economists are raising the lament that the 
country is going through a period of stresses and strains. 
As for the ‘ teeming millions ’ for whom the Plan is osten¬ 
sibly intended, they have no more than a vague feeling 
that something is happening somewhere, and thus the 4 com¬ 
mon man ’ is merely bewildered by the claims of the plan¬ 
ners and the detractions of the critics. A sober appraisal 
of the progress of our economy during the last two years 
and a half is now called for, and such an appraisal will 
also enable us to assess the future prospects of the mammoth 
endeavours of the Second Plan. There is no doubt about 
it, the Second Plan is seemingly at bay : its self-confidence 
is being sorely tested, the hounds of detraction are furiously 
barking : yet the Plan—partly pruned, and partly painted 
afresh—stands its ground somehow. 

It has been repeatedly stressed that the Second Plan is 
a real Plan, aimed at increasing the standards of living, 
whereas the First Plan was no more than 44 a preparatory 
Plan for greater afid more rapid progress in the future 
It should be instructive to examine how far the foundations 
laid by the First Plan were really preparatory for the suc¬ 
cessful implementation of the Second Plan, and how far 
the lessons of the First have been grievously ignored by 
the Second Plan. 

The Planning Commission, reviewing the progress 
achieved by the Second Plan during the first year (1956-7^, 



felt rather complacently that substantial achievements in some' 
fields and a modest advance on the whole had been record¬ 
ed,—and all this in spite of several unfavourable conditions, 
prevailing in the economy. Another year has passed since 
the Report was published, but there is no improvement in 
the economy as a whole, while, on the contrary, there are 
more severe stresses and strains now than were evident a 
year or more ago. That the economy began to encounter 
obstacles after obstacles even during the first year of the* 
Second Plan is generally acknowledged. Of course, the 
most important and crucial factor retarding the implemen¬ 
tation of the Plan has been the lack of adequate funds.. 
After all the high-sounding talk about the ‘physical plan¬ 
ning’ approach, our rulers are coming round to the hard 
realities of the situation, and are now conscious of the futi¬ 
lity—and even stupidity—of not giving due importance to' 
the monetary aspects of the Plan. 

In the first year of the Second Plan the total expendi¬ 
ture was Rs. 635 crores, of which the Centre .spent Rs. 342. 
crores and the States, Rs. 293 crores. More than one half 
of this amount was spent on transport, irrigation and power. 
In the second year (1957-8) of the Plan, the expenditure 
was Rs. 861 crores, and in the third year (1958-9), the 
expenditure is expected to reach the target of Rs. 960 crores. 
Even if these expectations are fulfilled, only one half of 
the total estimated outlay will have been spent during the 
first three years of the Plan. If this trend were to continue, 
it is certain that the targeted outlays will not be incurred 
during the Plan period. And as for the physical targets, 
well, they will still be beckoning from a tantalising dis¬ 
tance from us. Such gaps between the estimated and actual, 
outlaws are, according to the Planning Commission, ascrib- 
able only to a heavy drain on our resources for one reason 
or another. We shall return to this question later in this 
chapter when discussing in detail the resources position. 


Plan At Bay 
Food and Agriculture 

After seven years of intensive planning, we still find 
our chief national vulnerability, our food problem, in other 
words, in our desperate endeavours to provide adequate food 
for our increasing population. We saw earlier that the 
agricultural programmes under the First Plan achieved the 
targets set by the planners, and that the domestic produc¬ 
tion of food-grains attained the peak in 1953-4 with 68.7 
million tons. As regards the agricultural programmes of the 
Second Plan, however, it is clear that they have not been 
as successful as the programmes under the First Plan. In 
the first year of the Second Plan, the domestic production 
of food-grains was 68.6 million tons, and in 1957-8 there has 
been a further decrease in production. It is evident that 
these figures are nowhere near the targeted 80.5 million tons 
per annum set up by the Second Plan. More than this, the 
latest estimates are causing not a little anxiety. The rice 
crop shows a decrease of 12.2%, as compared with the 
preceding year. In 1956-7, the total rice production was 
28.3 million tons, but in 1957-8 it dropped to 24,8 million 
tons. However, the production of millets has shown an 
increase, and rabi production has remained steady. Still, 
in 1957-8, the production of food-grains has shown a dec¬ 
line of more than two million tons as compared with the 
production of the previous year. The production of com¬ 
mercial crops, however, has shown a slight increase during 
the period under question. 

The Second Plan aimed at increasing the production 
potential of food-grains by another 15.49 million tons 
through measures like irrigation, use of fertilisers and improv¬ 
ed seeds, land development and advanced farming* tech¬ 
niques. In 1956-7, the achievement was only 1.31 million 
tons, in 1957-8 the additional production potential created 
will be somewhere near 2.31 million tons, and the estimates 





for increase in the production potential for 1958-9 is abbut 
3 million tons. Again, the minor irrigation schemes, we 
learn, have irrigated 3.5 million acres, as against the tar¬ 
geted 9 million acres. Out of the targeted 4,185 seed faims 
to be established, only 343 were established during 1956-7, 
and although 1,416 seed farms were expected to be set up 
in 1957-8, the number actually established is understood 
to be only 1,094. These figures are eloquent and prove 
that the achieved physical targets are attenuated in size, 
compared to the fulsome hopes dangled out by the Plan. 

The total outlay on agricultural programmes during 
the first two years may be indicated by the following table : 

(Figures in crores of Rupees) 


1956-7 1957-8 1957-8 1956-61 

(Actuals) (Esti- (Antici- (Original) (Revised) 

mated) pated) 

Agricultural 

Production 


Programmes 

Minor 

6.4 

16.4 

13.0 

81.6 

93.6 

Irrigation 

Land 

13.6 

16.0 

15.2 

66.0 

96.0 

Development 

3.2 

4.1 

3.7 

22.0 

22.0 

Total 

23.2 

36.5 

31.9 

169.6 

221.6 


During the first three years of the Plan, the total outlay 
on agricultural programmes is likely to be only Rs. 95 
crores, and another Rs. 117 crores is left to be utilised 
during the 1959-61 period. While the revised estimates 
ask for an additional Rs. 52 crores, the progress of spend¬ 
ing i i slow, and the achieved physical targets are rather 
unimpressive. 

It could thus be seen that the Plan’s progress in the 
agricultural programmes has been on the whole far from 












satisfactory. The main reason which our planners ascribe 
for cfte debacle on the food front is the persistence of unfa¬ 
vourable seasonal conditions. But even after allowing for 
the seasonal factor its due measure of importance in the 
agricultural sphere, are not the people entitled to expect the 
promised increased production to materialise, because of 
our well-advertised drive to improve farming techniques, 
intensive cultivation schemes, and our increased irrigation 
facilities ? And can we blame the people if they are seized 
with frustration when the promised increase is not actually 
realised ? 

During the first two years of the Plan, 1,092 National 
Extension Blocks were brought into existence. By 1958, 
the Community Development programme had touched 
2,760,000 villages, with a total population of about 150 
millions. The aggregate expenditure incurred under these 
programmes during this period was about Rs. 53 crores, 
and during 1958-9 the outlay is expected to be Rs. 36 
crores. And Rs. Ill crores are to be spent during the 
last two years of the Plan, though the Planning Commis¬ 
sion is apprehensive that the actual outlay may be a much 
smaller sum. 

Reviewing in general the agricultural production dur¬ 
ing the period 1949-57, it was found that there has been 
an increase in agricultural production by 2 to 2.5% per 
annum. This diminutive rate of progress, however, has not 
beep able to cope with the growing demand for agricultural 
products due to the increase in population and the increas¬ 
ed standards of living. Local production being insufficient, 
we have been compelled to import foodstuffs costing nearly 
Rs. 150-200 crores per annum. Shortage of food is thus 
a double evil : in the first place, k invites famine condi¬ 
tions, and, in the second place, it aggravates the already 
existing inflationary tendencies so characteristic of a deve¬ 
loping economy. % 
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The present serious food shortage in the country seems 
to imply that, after all, the First Plan was not the resounding 
success it was claimed to be. The play of accident had 
been mistaken for the rule of settled law, and the Plan 
had appropriated the credit due to good monsoons. The 
present shortage also impresses upon us the fact that, in 
a predominantly agricultural country like India, agriculture 
should always be given top priority in any scheme of plan¬ 
ning. . . 

In the 1956-8 period, the total outlay on irrigation 
was of the order of Rs. 319 crores, and it is estimated that 
Rs. 160 crores will be incurred in 1958-9. Incomplete irri¬ 
gation and power projects carried over from the First Plan 
required more funds than had originally been estimated 
because of the increase in the price levels. This has inevi¬ 
tably resulted in lowering the targets fixed for the Second 
Plan. Thus, as against a target of additional irrigation of 
12 million acres proposed originally, the assessment of 
progress already made shows that the additional irrigation 
that could be achieved will be only 10.4 million acres, while 
for the 1956-8 period the acreage is only 2.79 millions : 
thus even the revised figure of 10.4 million acres for the 
whole period of the Second Plan would appear to be unrea¬ 
sonably tinged with optimism. (The First Plan, it may be 
mentioned in passing, increased land with irrigation facili¬ 
ties by 8.5 acres.) 

Even though a somewhat larger irrigation potential has 
on the whole been created, the progress in the utilisation 
of the irrigation facilities to increase the yields per acre is 
still very slow. There seem to be noi hard and fast rules 
regarding the digging of field canals. . Legislation is perhaps 
called for to make the cultivator construct his own field 
canals. Further, it appears that irrigation tanks formerly 
owned and maintained by the Zamindars and Jagirdars are not 
properly maintained by the State Governments because there 
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is Ho definite legal provision for such maintenance ! Thus 
a number of practical difficulties have stood in the way 
of a fuller utilisation of the potential of the major irrigation 
projects already completed. To add to these, that curse 
of the Indian administration namely corruption has contri¬ 
buted its share. For example, one distinguished observer 
points out that North Indian villagers seen by him disliked 
irrigation canals and tube-wells because of the graft required 
by officials in charge. 

Such non-utilisation of facilities is a very dishearten¬ 
ing affair. , The practical difficulties wherever they exist 
should be promptly removed so that maximum bertefit may 
accrue at each stage, and there may be no time lag between 
the availability of facilities and their non-utilisation. The 
various inter-related activities in the economy thus need 
to be carefully co-ordinated, and there is need too for a 
thorough investigation regarding the scope of each project 
before a firm decision is finally taken. As the Second Five 
Year Plan declared : “ Defects in planning and execution 

lock up capital and obviously involve waste of resources 
.Before starting work on a project, detailed investi¬ 
gations should be made and the scope of the works to be 
included in the programme clearly determined. Project 
reports, estimates and financial forecasts should be complete 

.Increases in estimates in a number of major projects 

in recent years have evoked adverse comment. Arrange¬ 
ments for financing should be settled in advance.” 

Minor irrigation was originally thought to be a pro¬ 
gramme undertaken mainly with popular support, making 
the maximum use of local manpower resources, but in actual 
practice it has become a departmental affair, with scant 
popular enthusiasm or interest. Between the ideal and the 
reality there ever falls the shadow whose name is misdirec¬ 
tion, and this leads to miscarriage and general frustration. 

The results of the impact of the Community Projects 








and the National Extension Scheme Blocks on Indian pea¬ 
santry cannot be evaluated easily or immediately. With¬ 
out question the objectives of the community development 
schemes are wholly admirable. What can be nobler than 
the intention to cover the whole country in the near future 
with a network of schools, health centres, N.E.S. Blocks 
and C.D. Projects, so that these might function as the 
nuclei round which would start a people’s movement for 
growing, in Dr. J. C. Ghosh’s words, “better men who will 
take pride in creative work, hate to be parasites, place 
enterprise above security, learn the secrets of healthy liv¬ 
ing, and will think of ignorance as the curse of God and 
knowledge the wing wherewith to fly to heaven ”. Yet 
the actual working of the Community Projects raises cer¬ 
tain grave doubts as to the utility of these programmes. 
The Balwantrai Mehta Study Team reported in November 
1957 that it would be better if the C.D. Projects paid more 
attention to agricultural production than to special ameni¬ 
ties to the villages. The Report added : “ Those who are 

in the work should, of course, knew the facts ; but perhaps 
there is need to proceed on the basis of a greater awareness 
of the matured personality and commonsense of the average 
farmer. He can be trusted to know wherein his real inte¬ 
rest lies, provided the State gives him the practical aid that 
he needs However, successful planning for agriculture 
can take place only if every village is brought within the 
scope of the planning, and this could be made possible 
only through a wise and comprehensive and really effective 
policy of community development. So long as numerous 
and large pockets of ignorance, squalor and inefficiency are 
allowed to remain and flourish, all attempts to raise food 
production substantially must be foredoomed to failure. 

Another reason for the shortage of food in the country 
is the purely doctrinaire point of view adopted by the 
government. For farming to succeed as business, it is neces- 
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sary to integrate wisely the results of scientific research 


with adequate capital resources. The element of uncertainty 
introduced by ill-conceived land reforms—sometimes as pre¬ 
election baits to the electorate rather than as considered 
ameliorative measures has sapped the incentive of many 
an enterprising farmer. It is a paramount necessity that 
the farmer should literally “burn with the zeal” to grow 
more food on his land. For this he must be granted, not 
only a good price for his produce, but also the satisfaction 
and security of trouble-free ownership of his land. 

Further, our foreign exchange difficulties have resulted 
in smaller imports of fertilisers. This has given rise to ano¬ 
malies like the supply of better seeds to farmers without 
a corresponding adequate supply of the needed fertilisers, 
thereby reducing the output; for, it is a well-known fact 
that better seeds need extra nourishment, and unless this 
is provided in the shape of fertilisers, the yield must go 
down considerably. 

These, then, are the major factors to be considered in 
the context of our inadequate food production. It is impe¬ 
rative that our dependence on other countries for so essen¬ 
tial a commodity as food should cease once and for all. 
Besides, a good farm surplus will go a long way towards 
the speedy industrialisation of the country. As the Prime 
Minister himself declared in the Lok Sabha as early as 
15 December 1952 : “ If our agriculture is strongly entren¬ 
ched, as we hope it will be after some time, then everything 
should become relatively easy, and we can go ahead faster 
on the industrial front. On the other hand, if we go faster 
in regard to industry now and leave agriculture in a weak 
condition, we ultimately weaken industry ”. This is because, 
in a marginal economy like India, the cost of food farms 
a major part of the domestic expenditure. Hence the price 
of food becomes the basis of labour cost and the price level 
of industrial goods. If, then, our immediate concern is tj> 



effect a radical improvement in our food position, it follows 
that we should take prompt measures to remove the present 
obstacles that prevent the proper utilisation of the produc¬ 
tion potential created by the Plans. 

Power and Industry 

As contrasted with agriculture, the achievements on 
the Power and Industry fronts during 1956-8 have on the 
whole been reasonably satisfactory. 

The amount spent on power projects during 1957-8 
was Rs. 160 crores, as against the total outlay of Rs. 427 
crores for the entire Second Plan period. The total instal¬ 
led capacity during the period is likely to be 488,000 kw. 
The foreign exchange scarcity has affected the progress of 
the Plan in the Power sector also, because our country is 
wholly dependent on imports for implementing the power 
programmes. Apart from the production of electricity, the 
Second Plan envisaged the electrification of 10,000 villages, 
and already more than 4,500 villages have been electrified 
during the first two years alone. As v/e have noted else¬ 
where, one of the cardinal factors of a rapidly industrialised 
country is the adequate and cheap supply of power, and 
hence high priority should be given to the production of 
electricity in the future till all rural India, and not alone 
urban India, is brought effectively into the picture. 

It is, however, in the organised large-scale industry 
that the Second Five Year Plan laid the main accent of 
economic progress. In terms of industrial production, the 
increase visualised in the Second Plan is about 49%, as 
compared with 38% in the First Plan. In April 1956, 
when the Second Plan started functioning, the index of 
industrial production stood at 134.8 ; exactly 12 months 
after, the index rose to 147.7, and in July 1957, it reached 
162.3. The index, however, has now registered a decline : 
fpr example, in January 1958, the index stood at 144.7 
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and in August at 143.7. Nevertheless the performance of 
the industrial section of our economy during the last two 
and a half years must be deemed praiseworthy, even though 
no spectacular results have been achieved : industrial pro¬ 
duction during 1957-8 has barely increased by 4% over the 
1956-7 level. 

The reasons for such slackening in industrial produc¬ 
tion are not to be sought in any serious malady in our 
industrial economy. On the contrary, there are indications 
to show that the slackening—or recession—is but a tempo¬ 
rary phase of our developmental programme. The future 
is doubtless encouraging, but there are difficulties which 
have yet to be overcome during the next year or two before 
we can hope to realise the ‘ bright ’ future of our hopes. 

During the first two years of the Plan, the part played 
by the Government in our industrial economy has vastly 
increased. Because of our acceptance of the socialistic 
society as our ultimate goal, the public sector has been 
given a very important place in our economic life. In the 
First Plan the growth of industries under the public sector 
was very satisfactory, even though by no means outstanding. 
But the real test for the public sector will be the Second 
Plan and the success of the Government ventures in industry 
and industrial expansion ; and the achievements so far in 
the face of mounting difficulties shows that the public sector 
will, after all, be able to deliver the goods. 

During the first three years (1956-9) the total outlay 
on the industrial projects in the public sector is estimated 
to be about Rs. 430 crores by the Centre, and Rs. 9 crores 
by the States. In the 1956-8 period, only a sum of Rs. 240 
crores was spent, as against a budget provision of Rs. 267 
crores. It is only in the second year of the Second Plan 
that many of the projects started during the First Plan began 
to yield definite results. For example, the capacity for the 
manufacture of D.D.T. in the plants at Alwaye and Delhi 
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rose by another 2,100 tons, the capacity of the Hindusta 
Antibiotics by 19.2 million mega units of penicillin, and 
of the Bihar Superphosphate Factory by 33,000 tons. 
Further, the N.E.P.A. Newsprint Factory was provided with 
the needed balancing equipment, and it accordingly achiev¬ 


ed the full capacity of 30,000 tons of newsprint per annum. 

As regards coal, the public sector has been somewhat 
lax in accomplishing results. Whereas the target was 15 
million tons of coal production in 1960-1 the coal output 
in 1957 was only 3 million ton? as against 2.6 million tons 
in 1950. It is thus seriously doubtful whether the target 
could at all be achieved in 1960-1 if the present unsatis¬ 
factory trend in production continues unchecked. 

At present many are the projects in the process of 
getting into their stride, and they are expected to yield 
results in 1958-9 or soon after. There are the expansion 
programmes of the Sindri Fertiliser Factory, the Blast Fur¬ 
naces at Bhilai and Rourkela, the Durgapur Coke Oven 
Plant, the Hindustan Machine Tools Factory, and the Hin¬ 
dustan Cables Project. There are other projects, too, which 
are also in the process of production, and these will go into 
production in 1960-1. Included among these projects are 
the gigantic steel works at Rourkela. Bhilai and Duigapur 
with a total initial capacity of 2.2 million tons of steel and 
600,000 tons of pig iron ; the Nangal Fertiliser Project, with 
a capacity of 700,000 tons of fixed nitrogen, the Neyveli 
Lignite Project, with an initial capacity of 3.5 million tons 
of lignite, the Streptomycin Project, with an estimated capa¬ 
city of 45,000 kg., the Ferro-silicon expansion scheme at 
the Bhadravati Steel Works, the Bihar Porcelain Factory, 
and the Hindustan Shipyard—the latter to achieve an annual 
additional capacity of 8-12 ships. Thus the whole story 
of the public sector is to be told as yet more in terms of 
mammoth projects launched, rather than in terms of per¬ 
formance of actual output. Besides, there are many pro- 
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jeets which were originally scheduled to be completed by 
the end of the Second Plan, but are now being pushed into 
the Third Plan period. The targets set by the Second Plan 
in many industries are thus unlikely to be reached, because 
in most of the public sector enterprises the foreign exchange 
content is very high and hence any difficulty in obtaining 
foreign exchange inevitably results in the slowing down of 
such projects. Apart from the financial difficulties confront¬ 
ing State undertakings, there are others too—nbtably the 
dearth of technical personnel and the lack of efficient 
administration. No wonder the execution of public sector 
projects is characterised almost as a rule by serious delays 
and unconscionable waste. This too is a price we have to 
pay—a temporary one, let us hope—for electing a socia¬ 
listic pattern of economy and for forcing the pace of indus¬ 
trialisation. 


The Private Sector 


Just as the private sector succeeded in attaining the 
set targets in the First Plan period, the current indications 
are that it is forging ahead during the Second Plan period 
also. Originally a sum of Rs. 685 crores had been allotted 
for investment in the private sector projects ; but due to 
an increase in the cost of construction and increased import 
prices of capital goods, the total investment needed for 
fulfilling the programmes has risen to Rs. 840 crores. 

In the first year of the Second Plan, the total invest¬ 
ment by the private sector was nearly Rs. 140 crores, and 
in 1957-8 the total investment is reported to have approach¬ 
ed Rs. 280 crores. 

In the private sector, the iron and steel industry seems 
to be marching ahead with various schemes of expansion. 
The monthly average production of steel in 1955 was only 

146.400 tons of pig iron, 142,000 tons of steel ingots, 

121.400 tons of semi-finished steel, and 105,000 tons cl 
9 
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finished steel; but the production in the month of August 
1958 was 183,600 tons, 176,000 tons, 142,100 tons, 
and 109,200 tons respectively. Apart from steel, the pro¬ 
duction of cement, paper, engineering goods, and electrical 
goods has also been very satisfactory. For example, in 
1955, the monthly average production of cement was 373,900 
tons, and the production in August 1958 was 477,400 tons. 
The monthly production of sewing machines, electric fans, 
and radio receivers in 1955 was 8,400, 23,500 and 6,800 
respectively ; the corresponding figures for August 1958 
were 18,500, 50,300, and 15,800. In the matter of bicycles, 
the monthly production in 1955 was only 40,900, while 
the number for August 1958 was 67,800. In the con¬ 
sumer goods industry, production of sugar went up by 1 /o 
and the production of Vanaspati by 23% in the first eight 
months of 1957-8, as compared with the same period in 
1956-7. The manufacture of new items such as motor 
scooters, autorickshaws, shock absorbers, radiators and brake 
linings were also undertaken for the first time in India dur¬ 
ing the 1956-8 period. . , 

Impressive as these results are, the coal and jute indus¬ 
tries have not registered due progress, and the cotton indus¬ 
try also is going through a period of crisis. The cotton 
textile industry—India’s largest industry—has been in the 
grip of a serious malady. The demand for cotton textiles 
fell down considerably, and consequently the production 
was curtailed. In spite of this reduction in production, 
large stocks of unsold cotton textiles have accumulated. In 
the January-April period of 1958, production of mill cloth 
averaged 411 million yards per month, as against 459 mil¬ 
lion yards in the corresponding period last year. It was 
felt Wisely that the high rates of excise duty were responsible 
for such a situation. Accordingly the excise duty was some¬ 
what reduced. The position has not improved still, and Gov¬ 
ernment has appointed a committee to look into the present 
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position of the industry. To a certain extent, no doubt, the 
cause of such large unsold stocks of cotton goods is the 
prevailing condition of our economy, viz., increase in food 
prices, etc. But the blame should be put partly on the mill- 
owners themselves. The production of coarse cloth has 
increased out of all proportion to the demand ; for example, 
the production of coarse cloth dhoties was 9 million yards 
in 1955, and of saries, 2 million yards ; the corresponding 
figures shot up to 44 and 27 million yards in 1956, and 
in 1957, to 172 and 200 million yards respectively ! A cer¬ 
tain amount of market research could have saved, or at 
least eased the situation. 


In general, the success of the private sector so far_ 

excepting in a few instances—has been due to an increased 
demand, liberal imports of capital resources, and resources 
in the economy being rather generously diverted to the 
private sector. For example, the Industrial Finance Cor¬ 
poration, the State Bank of India, the private investment 
funds of the Life Insurance Corporation, the National Indus¬ 
trial Development Corporation, and the projected Refinance 
Corporation, all cater only to the private sector. 

It is true the progress made in the private sector 
hitherto has been at a faster rate than that visualised in 
the Plan, but it is open to question whether in the face of 
the measures being taken by Government to mobilise resour¬ 
ces for expenditure in the public sector, the same tempo 
of economic development in the private sector can be main¬ 
tained for long. Already there are signs of strains in some 
of the industries in the private sector (e.g., cotton textiles). 
These industries suffer from bottle-necks at various points 
of the economy such as curtailment in the import of raw 
materials and machinery and fall in the demand. As the 
Eastern Economist has gravely remarked, “ The optimism 
with which industry started at the beginning of the Second 
Plan seems to be wearing thin. With a deteriorating price’ 
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situation, increasing labour and raw material costs, and 
productivity per man hour almost stagnant, added to the 
Government’s control measures, the private sector^ of. the 
industry is facing by no means an easy task ahead 

Realising these difficulties, the Planning Commission 
has lowered the targets originally set up, except for the cot¬ 
ton textile industry ; and in the metallurgical industries, the 
modernisation and expansion projects are delayed due to 
lack of funds. Regarding the sugar industry, it is now ex¬ 
pected that it will be possible to increase the installed 
capacity of the industry to only 2.25 million tons (compared 
to the original estimate of 2.5 million tons). The cut 
proposed in the Aluminium industry is 10,000 tons. The 
capacity of the cement industry will be increased only to 
9.3 million tons (compared to the original estimate of 16 
million tons) in 1960-1. Ferro-Manganese, Superphosphate, 
structural fabrication, and paper are the other industries in 
which also the targets have been lowered. All in all, it 
is now expected that the total outlay in the Second Plan 
will be only Rs. 575 crores, as against Rs. 840 crores which 
had originally been allotted for the private sector. 


Hand Industries 

The Second Plan has given an important place to the 
hand industries. The most important cottage industry in 
India is the handloom industry with 2.8 million looms, 
providing employment to 7.5 million people, and producing 
1,500 million yards—which is nearly one third of the total 
mill production. The target of production for 1960-1 is 
2,200 million yards. 

Apart from the measures taken to improve the posi¬ 
tion of the handloom industry, the Second Plan proposed 
to build 62 industrial estates. In the 1956-8 period, 11 
had been completed in addition to 4 regional small industry 
'service institutes, 12 major small industry service institutes, 
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institutes, and 27 extension centres. The 
expenditure on small scale industry during 1956-8 was Rs. 59 
crores, and another Rs. 52 crores is expected to be spent 
during the current year (1958-9). 

Transport & Communications 

The development of transport and communications is 
very necessary in an expanding economy. Originally the 
Plan contemplated bringing an additional freight traffic of 
61 million tons ; now the target has been reduced to only 
42 million tons. The target in respect of passenger traffic 
(an increase of 3% per annum) will certainly be fulfilled, 
because the percentage increase in passenger traffic in 1956-7 
over 1955-6 was as much as 6.1% ! In the Railway sector, 
paucity of foreign exchange has resulted in a great many 
important programmes being shelved. During the first two 
years of the Second Plan the outlay incurred was Rs. 324 
crores, and it is estimated that Rs. 215 crores more will 
be spent in the third year. 

Out of Rs. 45 crores set apart for shipping, about 
Rs. 17 crores has been spent so far. Commitments have 
been made, however, for the entire amount, but the “ ton¬ 
nage likely to be acquired as a result of these commitments 
is only about 180,000 G.R.T., against a Plan target of 
390,000 G.R.T., including 90,000 G.R.T. for replacement 
of obsolete ships ”. Anyhow, the targets proposed to be 
achieved in the Transport Plan are unlikely to be 
achieved because of the tightness of foreign exchange posi*- 
tion and a shortage of capital goods like cement and steel. 

Education 

The Planning Commission has shown a special* inte¬ 
rest in the matter of increasing the educational facilities for 
the people at all levels. In the first two years, the outlay 
on education was Rs. 60 crores, and another Rs. 50 croqes 
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is provided for the third year. Special attention was foe 
sed on technical education, because the chief obstacle to 
India’s industrial development is the inadequacy of the tech¬ 
nical personnel. Out of the 16 projected Engineering Col¬ 
leges, 10 have already been started during the 1956-8 period, 
and besides 23 new Polytechnics have also been started. 
Apart from this, primary education has received some atten¬ 
tion, though the goal of the universal compulsory free edu¬ 
cation is still far, far away. Further, the Planners have- 
decided upon a reorganisation of our higher education 
through the substitution of a three-year degree course 
in the place of the old two-year degree course. 
Higher education is consequently in the melting pot, and 
alternately hopes rise high or fear races to the bottom. To 
say the least, the position needs careful watching. The mere 
spending of money—somehow, anyhow—is not enough; 
with leakages and miscarriages, the money spent does not 
always show a good return. Yet it is something that edu¬ 
cation has not been ignored by the planners ! 


Resources Position 

In our analysis of the progress of the Second Plan 
during the first two years, we have found that our resour¬ 
ces position is weak. Realising this, the Planning Commis¬ 
sion has had to reduce the priorities, prune the Plan, and 
lower the targets. All this has been rendered necessary 
because of earlier inaccurate estimates under the various 
heads and an obstinate under-estimation of our foreign 
exchange requirements. How very valid indeed had been 
the criticism that the Plan had started at the wrong end 
by first fixing the targets and then looking for the real 
resou'rces necessary for the rate of investment needed to 
achieve them! Our planners had put too much belief in 
the physical planning concept (imagining, perhaps, that they 
wre living, in an economic vacuum, unattended by breezes 
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within or tides without), and had complacently assumed 
that the availability of resources for the requirements of 
the various projects would not present any serious difficulty. 
In the first three years, only half the total outlay has been— 
or will be—spent, and out of this Rs. 917 crores has been 
financed through deficit financing. Hence in the first three 
years the income through taxation, railway contributions, 
loans and external assistance amounted only to Rs. 1,539 
crores. Since the beginning of the Second Plan, the tax 
structure is being changed, partly according to the recom¬ 
mendations of the Taxation Inquiry Committee, partly in 
conformity with the views expressed by Dr. Nicholas Kaldor, 
and no doubt partly in pragmatic response to the exigen¬ 
cies of the political and economic situation in the country 
and the world. One thing, however, is abundantly clear : 
taxation is becoming heavier year by year. Yet in spite 
of this concentrated tax effort spread over these last few 
years, the balance available from current revenues for finan¬ 
cing the Plan has remained more or less static around 
Rs. 140-150 crores. The reason is obvious, tor, as the 
Hindu has very properly pointed out, “ It has happened 
that what was gained on the swings has been lost on the 
sides If the yield of one tax is good, it lowers corres¬ 
pondingly the yield of some other tax. For example, if 
industry pays too much by way of excise duties, this auto¬ 
matically lowers the income from regular tax receipts. Pay¬ 
ing more by way of taxes, one is less liable to invest in 
industry or Government loans. And additional tax burdens 
without regard to the realities of life in the country are 
apt to impair initiative, and cast the blight of lethargic 
indifference to effort and achievement over the very people 
who are normally the makers of money and the sustainers 
of governments,—all the more so because the evidence of 
extravagance and waste in public expenditure is mounting 
day by day. Thus some hard re-thinking has become nec^s- 



A Grammar of Indian Plan 

sary with regard to our public finance. 

Aside from taxation, the other major spring of domes¬ 
tic resources is loan and small savings. In 1956-7, the 
total collections amounted to Rs. 200 crores, whereas in 
the second year of the Plan the total collection was only 
Rs. 127 crores. This reduction cannot be easily explained, 
because the response to market loans depend upon a veri¬ 
table complex of factors : the supply of loanable funds, 
the pull of demands from the private sector, the yield pat¬ 
tern of various types of investments, etc. But, broadly 
speaking, it would appear that the high level of demand 
for funds in the private sector, accompanied by better 
results, has tended to reduce the How of loans into Gov¬ 
ernment securities. The total collections of small savings 


in Madras in 1957-8 amounted to Rs. 8.73 crores, of which 
only Rs. 1.68 crores was gathered in the normal course. 
According to the Finance Minister Mr. C. Subramaniam him¬ 
self, “ the balance of Rs. 7.05 crores was the fruit of a 
special ‘drive’ lasting a fortnight, during which district 
officials laid aside much of their ordinary work and con¬ 


centrated on this item of work alone ”. Need we doubt 
that a certain amount of undue influence and coercion must 
have been exercised to screw out the requisite ‘ small sav¬ 


ings ’ ? It is further said that sometimes the loans made 
under some sort of duress are withdrawn after the minimum 
period required under the rules. The officials have achie¬ 
ved 4 face-saving the investor has got his money back 
quickly ; something is lost, perhaps, by way of interest. 
But what happens to the Second Plan ? Be that as it may, 
the main reason why the small savings scheme has failed 
is that the scheme, as it is now devised, has many draw¬ 
backs. 4 The rate of interest offered on the securities is not 
attractive enough for the rural investor. Again, much of 
the money that has just been drawn out for investment had 
nc£ been lying idle, but had already played a useful part 
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in file rural credit structure of the villages. 


The disparity 

between the prevailing rates of interest in the gilt-edged 
market and in the rural sector is far too vast to make invest¬ 
ment in small savings really attractive to the peasant. More¬ 
over, the small savings scheme does not provide a local 
appeal to the rural investor, and the elaborate procedures 
involved in the small savings drive are yet another contri¬ 
butory factor. 

Deficit financing is the remaining spring of domestic 
resources. Already, in the 1956-9 period, the estimated 
deficit financing is of the order of Rs. 917 crores, and hence 
not much reliance could be placed on this type of ad hoc 
raising of finance in the future. As the Planning Commis¬ 
sion says, “ The inflationary impact of the heavy deficit 
financing in the first two years of the Plan was largely 
offset by the balance of payments deficits financed out of 
foreign exchange reserves. Now that the level of these 
reserves is near the minimum required for operational pur¬ 
poses, deficit financing hereafter must be reduced drasti¬ 
cally ”. 

We have thus seen that, among the components of 
rupee resources, taxation has little more to offer (it is an 
orange that has nearly been sucked dry), and we have more 
or less reached the ceiling for reasonably safe deficit finan¬ 
cing (unless indeed we are determined to become bankrupt). 
More stress should accordingly be laid on the loan pro¬ 
gramme, and even here the prospects are none too bright. 
However, if sufficient external resources are forthcoming, 
the Second Plan could yet achieve a modest success. 

Unfortunately, even more than the paucity of internal 
resources, it is the lack of adequate foreign currency that 
is now causing a very severe headache to our planners. 
Foreign exchange—especially dollars—is required princi¬ 
pally for getting the capital equipment needed for imple¬ 
menting our vast industrialisation programme ; how to get 
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this foreign exchange in ample measure is now the question 
of questions. 


Foreign Exchange Situation 

The foreign exchange situation depends ultimately upon 
a country’s imports and exports. As it is not always pos¬ 
sible to have the imports and exports at the same balanc¬ 
ing level, a sound foreign exchange reserve is created to 
enable a country to pass over unfavourable jolts in the 
balance of payments position. A large foreign exchange 
reserve will also visibly signify the inherent strength of a 
country’s currency and its economic position generally. 

When she became independent, India had a very large 
reserve of foreign exchange, especially in sterling. During 
the Second World War, the Government of India was asked 
to finance parts of the British war expenditure programme. 
The Indian Government accordingly drew upon its rupee 
resources for the war effort, and the British Government, 
instead of giving sterling immediately, deposited sterling 
securities in the Issue Department of the Reserve Bank of 
India, against which of course the Reserve Bank could issue 
notes. This advantageous position enabled the Reserve Bank 
to help the Government in expanding its inflationary form 
of public expenditure. Thus the sterling balance on India’s 
account on 4 April 1947 was Rs. 1,135.3 crores in the 
Issue Department, and Rs. 466.4 crores worth of sterling 
in the Banking Department of the Reserve Bank, which 
meant a total of Rs. 1,601.7 crores. But due to various 
unforeseen items of expenditure and also due to the Parti¬ 
tion of India, this comfortable total of foreign assets steadily 
declined, and, by the end of 1951, the total foreign exchange 
reseiVe held by the Reserve Bank came down to just 
Rs. 648.44 crores. 

During the First Plan, the foreign exchange "problem 
was no problem at all. In fact, during the later stages, 
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there was actually a favourable swing in the balance of 
payments position. In the First Plan, it was proposed to 
draw upon the foreign balances in the Reserve Bank of 
India upto Rs. 290 crores over the entire five-year period. 
But as a matter of fact only Rs. 120 crores worth of assets 
were utilised. The problem of inadequate foreign exchange 
began only with the launching of the Second Five Year 
Plan. Our total net foreign exchange assets in April 1956 
amounted to Rs. 743.84 crores (which included the gold 
held by the R.B.I., foreign assets, and Government balan¬ 
ces held abroad). In April 1958, exactly after two years, 
the foreign exchange reserve stood at Rs. 416.95 crores, 
including gold coin and bullion valued at Rs. 118 crores. 
The figure for November 1958 is a mere Rs. 335.84 crores. 


And still the diminishing—vanishing—trend has continued 
without abatement of respite. The total draining down of 
the Reserve Bank of India’s foreign exchange assets since 
April 1956 to March 1958 works out at Rs. 479 crores, 
not counting the International Monetary Fund’s credit of 
Rs. 95 crores and the arrangements for postponing pay¬ 
ments for various projects by credit arrangements. (We 
have been spending indeed with a vengeance, begging, bor¬ 
rowing, and taxing—and all at once ! ) 

The reasons for such a shortage of foreign exchange 
are not far to seek. The main reason for the phenomenal 
increase in imports is doubtless the fanatic attempt to carry 
out the Second Five Year Plan, regardless of expense and 
often in defiance of prudence. We have had to import a 
large quantity of capital goods to carry out the various deve¬ 
lopmental programmes. The imports of machinery and 
metals in 1955-6 accounted for Rs. 299 crores. The figure 
went up to Rs. 442 crores in 1956-7, and for 1957-8 the 
figure is Rs. 534 crores. Another reason which has brought 
about the deficit in the balance of payments is the recent 
phenomenon of American recession (a dilute form of eco- 
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BOinic depression, albeit temporary). With the American 
recession, India’s exports had fallen by Rs. 40-50 crores, 
and most of our traditional exports such as tea, coffee, etc., 
have drastically come down. 

Moreover, the shortage of foreign exchange has been 
seriously aggravated by the following factors : 

1. the increasingly heavy demands of Defence, espe¬ 
cially in view of periodic sabre-rattling by our 
neighbour, Pakistan ; 

2. the need to import more food-grains than had 
originally been contemplated ; 

3. the increased requirements of raw materials, com¬ 
ponents, etc., for matching the higher levels of 
industrial production reached in 1955-6, for which 
some allowance had no doubt been made in the 
Plan estimates, but have since proved inadequate ; 

4. rather higher imports of consumer goods in the 
two years, 1955-7, as compared with the earlier 
years, 

and 

5. increase in prices and freight rates. 

The most important item here is the import of food-grains. 
In spite of the success claimed by the First Plan, we are 
still unable to produce enough food for our masses. The 
import of food is always an uncertain item in our balance 
of payments, because it depends upon the proverbial vaga¬ 
ries of the monsoon in India. The imports in respect of 
food during 1951-2 consumed Rs. 228 crores ; in 1955-6, 
the amount required was only Rs. 29 crores ; and, again, 
in 1957-8, the figure has risen to Rs. 152 crores. This 
heaVy import of food-grains is, however, not a recent phe¬ 
nomenon. During the 12 years from 1946 to 1957, we 
have had to import about 30 million tons of food-grains 
at a cost of anything between Rs. 1,200 and Rs. 1,500 
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crores/ As a matter of fact, the freight paid to foreign snip 
ping companies alone on these imports has come to nearly 
Rs. 200 crores. 

The Plan had anticipated a total balance of payments 
deficit of Rs. 1,100 crores on current account, and allowed 
for only Rs. 200 crores from the Reserve Bank’s foreign 
exchange reserves. The idea was to get the remaining 
Rs. 900 crores through foreign aid. But actually, as we 
saw just now, Rs. 479 crores has already been drawn in 
the first two years alone. It is now felt that this anticipa¬ 
tion of Rs. 1,100 crores deficit on current account in the 
balance of payments was an under-estimation! Due to 
wrong estimation on the one hand and the increased prices 
and increased transport costs on the other, the foreign 
exchange content of many of our development projects has 
increased. At present, the total balance of payments deficit 
will be somewhere near Rs. 1,700 crores during the entire 
five-year period. 

Foreign Assistance 

Apart from exercising a strict control over our imports 
and stimulating exports, the main way of easing the foreign 
exchange position would be to secure foreign assistance. 
Devaluation of our currency is sometimes suggested as a 
ready cure for our foreign exchange shortage. But it would 
be unwise to resort to this because it must involve a deli¬ 
berate reduction of the purchasing power of our currency 
in terms of foreign goods. Our products would become 
cheaper, while we would be required to pay a higher price 
for foreign goods. Devaluation could succeed only if our 
products had an elastic demand. But the prime need at 
present is, not only to increase our exports, but also to 
import a very considerable quantity of capital goods. Any 
devaluation of our currency now would only raise sharply 
the cost of our imports, and this must be avoided. v\ 
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ago, 

aid has been given or commitments made already to the 


extent of Rs. 832 crores. 
lows : 

The detailed break-up 

is as fol- 

Country or organisation 

Grants 

Loans 

U.S.A. 

68 

246 

U.S.S.R. 


95 

I.B.R.D. 


131 

I.M.F. 


95 

Canada 

19 

12 

Other countries 

3 

135 


(From the R.B.I. Bulletin, June 1958 ; figures in crores of rupees.) 

Thus the foreign assistance so far received or promised will 
exceed the target set by the Second Plan. If we add to 
the already achieved Rs. 832 crores, the assistance announ¬ 
ced by the five countries which participated in the recent 
Washington Talks under the auspices of the World Bank, 
the total foreign' assistance may easily exceed Rs. 1,350 
crores, thus realising not only the original estimates but 
also covering the uncovered gap left in the Plan. 

The snag about the grants, however, is that they not 
unnaturally impose certain obligations on the part of the 
receiving country. The problem of the loans is, of course, 
the repayment, which must be made some time or other! 
A fact to be remembered regarding the loans is that they 
just enable us to postpone our liabilities ; but the receiving 
of loans now must inevitably make its unsavoury accents 
upon future budgets. Already we are committed to repay 
our creditors the following amounts in the following order : 

< 
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Financial Year Amount Repayable 

(in crores of rupees,; 


1958-9 

23 

1959-60 

35 

1960-1 

95 

1961-2 

123 

1962-3 

103 

1963-4 

48 

1964-5 

37 


The hump in repayments in 1961-3 corresponds with the 
beginning of the Third Plan. Hence great care should be 
exercised in receiving loans, and the future should not be 
pawned recklessly for the removal of the inconvenient bottle¬ 
necks of the present. 

The Plan at Bay : Saving the 4 Core ’ 

Even though the external resources position is, as 
indicated above, somewhat more encouraging than had at 
one time seemed possible, the internal resources position is 
far from satisfactory. As we saw earlier, in the first three 
years of the Plan, the internal resources raised amount¬ 
ed only to Rs. 1,101 crores, including the estimates for the 
current year. Accordingly an additional Rs. 1,700 crores 
has to be found during the last two years of the Plan to 
attain the targeted outlay of Rs. 4,800 crores. 

Even though the Planning Commission originally fixed 
Rs. 4,800 crores as the limit to attain targets in produc¬ 
tion, it was found later that the estimates of cost of some 
of the projects had gone up, necessitating an increase in 
the total outlay to attain the original targets fixed. But 
the Planning Commission found that increasing the outlay 
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would be impossible, and hence re-allocated the resources, 
keeping unchanged the ceiling of Rs. 4,800 crores in finan¬ 
cial terms. 


In May 1958, when the National Development Coun¬ 
cil met, they found that raising even this Rs. 4,800 crores 
would be extremely difficult, and accordingly they revised 
the financial ceiling by lowering it to Rs. 4,500 crores. 
Even so they thought that only Rs. 4,200 crores could be 
actually found, and accordingly left Rs. 240 crores as an 
uncovered gap. Now, in the latest Note issued in Sep¬ 
tember 1958, the Planning Commission has expressed the 
view that certain unavoidable items of development schemes 
—particularly with regard to industries and minerals— 
would necessitate an expenditure of Rs. 150 crores. Already 
the acceptance of the Rs. 4,800 crores financial ceiling 
meant the lowering of some of the original physical targets ; 
but when the financial ceiling was reduced by Rs. 300 crores, 
it implied that only the essential and the more important 
projects—otherwise described as the CORE of the Plan— 
would be carried out. Now we find that this Rs. 150 crores 
has to be found somehow, in addition to the revised finan¬ 
cial ceiling of Rs. 4,500 crores, even for the Core of the 
Plan to succeed. Anyhow it is clear from the two Notes 
issued by the Planning Commission that there is a Rs. 390 
crores gap in resources. The Centre feels that the States 
should take more interest in the matter and raise the neces¬ 
sary revenue to implement at least the Core of the Plan; 
the States whine that they can do little,—their revenue 
resources have been sucked dry already ! 

In the first quarter of 1957, it was found necessary to 
define strict priorities among the projects requiring foreign 
exchange so as to make sure of completing certain essential 
projects constituting the Core of the Plan. Steel plants. 
Coal and Lignite projects, railways, major ports develop¬ 
ment, and certain power projects were thus listed as the 
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Core projects. The cost of the Core projects in the public 



Sector was about Rs, 1,900 crores, of which Rs. 1,100 
crores will have been spent by the end of 1958-9. The 
foreign exchange cost of the Core has been estimated at 
Rs. 962 crores, and there should now be no serious diffi¬ 
culty in finding this amount. It is very necessary that the 
Core projects at least should be completed according to 
the original schedule, for the completion of these would 
ease considerably the strain on our foreign exchange resour¬ 
ces. Again, the Core projects being heavy industries, their 
quick completion would go a long way in fostering many 
minor industries as well. 

Conclusion 

An impartial and critical study of the working of the 
Second Plan during the last 33 months proves that the,suc¬ 
cess of this Plan and all future Plans would depend upon 
two factors : Firstly, our ability to solve our food prob- 
lem, and secondly, our ability to evolve a good administra¬ 
tive system for the country and to recruit the right adminis¬ 
trative personnel. (To this may be added, perhaps, a third 
factor of equal consequence : our ability to effect a dras¬ 
tic reduction in our military expenditure.) We saw earlier 
how the scarcity of food has created obstacles in the way 
of the successful implementation of the Plan. Agricultural 
production does not require any foreign exchange, except 
perhaps for importing chemical fertilisers. If the Plan ulti¬ 
mately fails to achieve its major targets and objectives 
regarding agriculture, the responsibility must clearly be 
borne by the Central and State Governments, for they would 
stand convicted of incompetence, not only for failing to raise 
the necessary internal resources, but also for failing to imple¬ 
ment the various schemes with vigour and determination. 
It is here that the necessity of good administration assumes 
particular importance. India’s present administrators are a 
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legacy of British rule. They were trained to collect taxes, 
maintain law and order, and to execute the policies of the 
rulers with an iron hand but without fear or favour. India 
needs a different type of administrator now ; he has to per¬ 
form more varied functions, and he has to be a real man 
of the people ; he has, in Mr. M. Ruthnaswamy’s words, 
“ to carry out the “new duties of the Welfare and the Busi¬ 
ness State. He has to manage businesses, keep accounts, 
strike balances, sell services. He has to be the guide, philo¬ 
sopher, and friend of a people that have to be cajoled, 
if not coerced, into progress. He must be able, not only 
to write Notes and Minutes, but argue and persuade by 
word of mouth ”. Since Planning has evidently become 
a settled feature of our political and economic life, the new 
administrator has to be Plan-conscious, with eyes ranging 
evenly over the past achievements and failures, present diffi¬ 
culties and trials, and future prospects of the current Plan 
and all the Plans. But, then, such administrators cannot 
be had for the mere asking; they have to be picked and 
trained with care so that they may realise both the limita¬ 
tions and opportunities of service under the new condi¬ 
tions that are now developing. And once recruited, the new 
administrator should learn to be efficient managers, guar¬ 
dians and rulers rolled into one, and yet remain true ser¬ 
vants of the people. 



CHAPTER VII 


PLANS AND THE MAN 

“In considering any plan we must ask whether it 
will help to transform the society to which it is applied 
into a just, peaceable, morally and intellectually progres¬ 
sive community of non-attached and responsible men and 
women. If so, we can say that the plan is a good one. 

If not, we must pronounce it to be bad 

Aldous Huxley. 

The Human Element 

State planning, for all its seemingly impersonal cha¬ 
racter, is really intended for man ; in other words, the 
cardinal objective of planning is the betterment of the human 
aggregate called society, in material as well as spiritual 
terms. Whether this aim is fully realised or not, whether 
the planners have this aim steadily before them or not, 
the common man rightly assumes that planning must be 
essentially for his own benefit. Plans are for man, not for 
the greater glory of the ‘ God State ’ of totalitarian concep¬ 
tion. In democratic countries like India, wedded to the 
‘ Welfare State ’ ideal, it is but reasonable for the common 
man to take it for granted that in embarking upon planning, 
the Government (which in theory he has himself put in 
power) means to do him good. The tables prepared by 
the statisticians, the recondite jargon of the economists, the 
vehement slogans of the politicians, all may often tend to 
obscure the basic fact that planning is (or should be) first 
and last and right through, only planning for the work, 
wealth, and happiness of the people. The State no doubt 
formulates the Plan, the State is supposed to execute the 
Plan; but the State is also the people, the mass of men 
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their consciously organised form. The plan¬ 
ners are also men, and so are the executors of the Plan. 
Thus democratic planning is for the well-being .of man, 
is related to men’s needs, and is executed by man. To 
put it differently, democratic planning is planning of man’s 
manifold activities, by man’s effort, for man’s benefit. It 
would therefore be a sad day in the history of Indian plan¬ 
ning were our planners to lose sight of this innate, ineradi¬ 
cable human element in planning. A mathematician can 
talk of 4 or 40 dimensions, and rear structures of reason¬ 
ing on certain axiomatic assumptions. But the planner is 
a social scientist, and he mustn’t indulge in the luxury of 
escaping from the limited three-dimensional world in which 
his lot is cast. Utopianism, socio-political metaphysics, and 
fanciful Alnascharism must all be kept at a safe distance by 
the hard-headed planner. The solid earth with all its ups 
and downs, humanity with all its angularities, incongruities, 
and heterogeneities,—these and not mere dreams and visions, 
—must largely determine the ends and means of planning 
for human welfare and happiness. Independent India is 
now wedded to the democratic way of life, and has adopted 
the method of planning to end the poverty and misery of the 
mass of the people. We have not only effected the difficult 
passage from the First to the Second Five Year Plan, but 
have faced with ‘ grin and grit * the trials of the first two 
years ; and in the mid-year of the Third Plan, we are suc¬ 
cessfully fighting for survival and economic progress. Plan¬ 
ning has apparently come to stay, and it is well that it has 
come to stay. Yet certain serious misgivings need to be 
aired, and certain grave warnings demand utterance. 




Rural and Urban 


Can we honestly say, for example, that planning in 
India has taken careful note of the hard—almost cruel— 
realities of human life in the country ? The social structure 
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Nof India was suitable for a primitive handicraft stage in 
the process of economic growth. Even though this social 
system will not actually retard economic progress, still it 
can considerably slow down the pace of economic growth. 
However our social structure also is changing and we have 
adopted the democratic way of life. The most important 
demerit of democracy is that it cannot bring about 
a quick social revolution. Hence it must be borne 
in mind that any amount of expenditure and talk 
about the socialistic pattern of society or co-operative 
commonwealth cannot bring about a very rapid change in the 
economic position of the masses of India. The Planning Com¬ 
mission is doubtless constituted of men of unimpeachable 
patriotism. The economic, financial, and statistical advi¬ 
sers are experts in their respective fields. The electronic 
computation machines work with precision. The foreign 
experts come, confabulate, nose about, see what they can, 
and report according to their lights. The hundred-limbed 
machine of planning grinds, very slowly indeed, but with 
a pitiless sureness. On the other hand, as Mr. Herbert 
Morrison once declared, “after all, Planning, though big 
and complicated, is not much more than applied common- 
sense ”. Specialised studies, planning techniques, and rov¬ 
ing experts can be no substitute for fundamental common- 
sense ; and commonsense demands that the planner should 
seek to build, not on air, but on the stern actualities of life 
in the country. The plain fact is that, even today, there 
is not one homogeneous economy in the country, but a 
medieval rural economy, and, alongside of it, a half-heart¬ 
edly modem urban economy. What is there in common 
between the bare, primitive, static, and in its own way self- 
sufficient rural economy, which survives—albeit with cracks 
-—in spite of the impact of modem industry and technology, 
and the hectic, uncertain, competitive, and complicated eco¬ 
nomy of the bigger cities and industrial towns of India ? 



It is true that, with better communications and the gradual 
implementation of the programme of rural electrification, 
villages are being more and more brought into intimate rela¬ 
tion with the town and the city. But no more than a begin¬ 
ning has been made, and it is no exaggeration to say that 
some few centuries separate the urban from the remoter 
rural areas of this sub-continent. Are we quite sure that 
what is being done in the name of planning is in the imme¬ 
diate or real interests of the ‘ dumb millions ’ of India’s 
countryside, who still live as their forefathers did several 
centuries ago ? Has any attempt been made to find out 
what these people really feel ? Although planning is being 
done at several levels, from bottom to the top, still it is 
the overworked taluka and district officials who hatch the 
local plans in a hurry, neither quite understanding the impli¬ 
cations of the policies laid at the top nor quite grasping 
what the people’s urgent needs are or how they are react¬ 
ing to the whole business of planning. In other words, the 
planners at the top would like to know but do not know, 
the people at the bottom would like to speak but are unfor¬ 
tunately inarticulate, and the administrative link between 
the two is a creakingjoverworked thing incapable of truly 
delivering the goods. 

Two Indias 

Not only are there, geographically speaking, two Indias 
—rural India and urban India—there are also, socially 
speaking, the caste-ridden India made up of many sub- 
Indias, and, more ominous still, a rich I ndia and an un¬ 
believably poor India. We are gradultfly-achieving a certain 
I measure of geographical and social mobility, but again we 
are practically at the beginning of things ; much more still 
remains to be done. In the economic sphere, India today 
recalls rather the Disraelian picture of Two Engiands. Our 
rich are among the qchest in the world, our poor are among 
« 





the poorest. The Nawabs and the Rajahs have now lost 
their occupation, the Zemindaris have been liquidated or are 
under liquidation, and super tax, gift tax, expenditure tax, 
estate duty, and other local taxes of all kinds are a. curb 
to the accumulation of riches. In spite of all this, India 
remains a land of the few rich and the many poor. It is 
not as though, thanks to our new taxes, the poor are get¬ 
ting rich ; the fact is that the middle class is gravitating to 
the bottom. Additional taxes help to meet additional defence 
expenditure ; from Rs. 172.23 crores in 1955-6, our 
defence expenditure rose to over Rs. 250 crores in 1957-8, 
and the estimates for 1958-9 are Rs. 278.14 crores. But 
the poor remain where they were, unless indeed they are 
worse off because of certain items of new taxation and idea¬ 
listic adventures such as the introduction of decimal coinage. 
It is no use shutting our ev es to certain facts : the near- 
naked beggars anxiously searching for cold crumbs of food 
in a city’s dust-bins, the mob of rickshaw-pullers crowding 
around you as you emerge from a railway station and impor¬ 
tuning you to give one of them a chance to earn at least 
one square meal a day, the horrors of third-class travel with 
compartments being packed with perspiring humanity, the 
scandal of slum-life and cheri-life, the spectacle of the starv¬ 
ing and the undernourished, the diseased and the demented, 
the waifs and the have-nothings. At one end we are seri¬ 
ously discussing whether or not Rs. 5,000 per month is a 
reasonable salary for a business executive or a departmental 
commissar, whether we are paying our scientific and techni¬ 
cal personnel good enough four-figure salaries to persuade 
them to serve the country ; and at the other end, able-bodied 
men receive one rupee or less per day as wages in village 
or city, full-time servant maids get Rs.. 12 or so per month, 
village school-masters are supposed to thrive on about Rs. 50 
or less per month, and rickshaw-pullers make on the ave¬ 
rage Rs. 2-3 per day, out of which about 50% must be 
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set apart as rent to owners of the tumbledown vehicles. 
According to a sample survey undertaken a few years ago, 
expenditure on food and consumer goods was about Rs. 24 
per person per month, and even here only about Rs. 16 
was spent in cash, the rest being the value of home grown 
food and home produced goods, which were consumed by 
the producers themselves. Further, about a sixth of the 
population incurred only an expenditure of less than Rs. 10 
per person per month, out of which barely Rs. 5-6 was 
spent in cash. It is not that our national leaders are blind 
to all this ; over 20 years ago, Pandit Jawaharlal Nehru 
warned us : “ Self-government, if it is to justify itself, 

must stand ultimately for better government for the mass¬ 
es.The only real justification for Indian freedom is 

the promise of better government, of a higher standard for 
the masses, of industrial and cultural growth, and of the 
removal of the atmosphere of fear and suppression that 
foreign rule invariably brings in its train ” Political free¬ 
dom came twelve years ago, but the large mass of people, 
a full and free life is yet tp. arrive. Without security in 
the economic sphere, without opportunities for intellectual 
and spiritual growth, mere political freedom is (as Messrs. 
Haber and Cohen have pointed out) only “ the freedom 
to starve, the freedom to be homeless, dependent, or sick ”. 
The Indian Constitution has indeed laid down that “ the 
State shall, within the limits of its economic capacity and 
development, make effective pro vision for securing the 
right to work, to education and to public assistance in the 
case of unemployment, old age, sickness and disablement, 
and in other cases of undeserved want It is not simply 
a question of equalising existing incomes, for although gross 
inequalities have to be ended, a mere mathematical equali¬ 
sation of incomes will be hardly different from an equali¬ 
sation of present poverty levels. Our Peters have no doubt 
to be taxed more and more, and our Pauls have to be the 
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beneficiaries; but this in itself, without a very steep rise 
in the total wealth of the country, would certainly not solve 
our problems, but merely breed cynicism, frustration, and 
self-deception. 


Social Security 

But how is our total wealth to be augmented ? Pro¬ 
duction should increase, and if this is to be accomplished, 
not only new industries have to be started, new techniques 
of production introduced in existing industries (and even 
in agriculture), perhaps even schemes of ‘rationalisation’ 
implemented in some of the established industries , but, 
above all, labour also should work with a will to succeed 
and better its own earlier records—and labour shouldn’t 
be allowed to rust through unemployment or underemploy¬ 
ment. But in a situation where workers live hand to mouth 
and are unsure of the morrow, they can only mark time, 
feeling constantly worried whether he or his family would 
be able to meet unforeseen contingencies tomorrow. A 
worried worker is bij^t half a worker, and even when he is 
present in body, his mind may be far away. The clue to 
labour efficiency and agricultural and industrial producti¬ 
vity would therefore be a system of social security which 
should be as comprehensive as possible. This was the rea¬ 
son why Sir William Beveridge stressed both mans duty 
to work and the State’s duty to provide social security for 
him. It may be that people often work driven by fear, 1 
and the removal of fear may make them slackers , but tne 
whole aim of a new social order is to effect a change in 
men’s current attitudes to work. Far from being a badge 
of slavery or drudgery, work should become a means of 
self-expression to the citizens of a Welfare State. 

More than the humanitarian and the economic grounds 
for embarking on a programme of social security, there is 
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the important political consideration that if by and large 
the people are to accept a government and give their best 
to it, they should—the poorest and the most wretched not 
excluded—enjoy a reason able qu antum of social welfare. 
Petty thefts are almost unheard of in the United Kingdom 

) because, as Mr. Somerset~Kfaugham has pointed out, “ the 
rich are rich no longer'; the poor, no longer so very poor. 


are better housed and better clothed.(and) have at 

last obtained the chance to live decent lives By blunt¬ 
ing the sharper edges of the difference between the rich 


and the poor, social security promises general contentment 
and makes for political stability. Want, disease, ignorance, 
squalor, and idleness are, according to Beveridge, the__fjy£_ 
deadly sins of modern life ; and in our fight for survival, 
want must be opposed by wealth, disease by health, igno¬ 
rance by knowledge, squalor by decency or beauty, and idle¬ 
ness by work or fruitful employment. 

On the other hand, although all may agree that social 
security is a desirable end, how comprehensive our imme¬ 
diate programme should be would depend upon our finan¬ 
ces, our other commitments, and the trained personnel at 
our command. Timidity that shirks all effort and Utopia¬ 
nism that closes its eyes to facts are alike dangers that 
the planners have to avoid. The complaint is made from 
time to time that ‘ planning ’ in India hasn’t seen fit to 
bring into operation any all-embracing system of social secu¬ 
rity. It is no doubt true that the funds allotted to social 
security measures as such amount to no more than a few 
crores out of a total expenditure of several thousand 
crores of rupees. If, however, ‘ social services ’—i.e., Edu¬ 
cation, Health, Housing, aid to the backward classes, refugee 
rehabilitation, social welfare, etc.—are taken as a whole, 
it may be recalled that Rs. 533 crores (i.e., 22.6% of the 
total outlay) was provided under the First Plan, and Rs. 945 
crores (i.e., 19.7,% of the total) under the Second Plan. 





These allotments in the given context were by no means 
unreasonable, though one could always advance a plea for 
a some what higher figure. The grouse has more often been 
that .the funds have been ineptly spent than that more funds 
should have been provided. The march from poverty and 
insecurity to sufficiency and security must be a laborious 
one, and even a rich country like the United Kingdom took 
several decades to evolve an integrated system of social 
security. In 1900, when Mr. Seebohm Rowntree published 
his classic work entitled Poverty, the emphasis was on the 
poverty of the people of Britain ; but by 1940, Mr. Rown¬ 
tree himself recognised the fact of social change, as may 
be inferred from his new book, Poverty and Progress. Two 
years later, in 1942, the Beveridge Report on Social Insu¬ 
rance and Allied Services came out and became the base 
plank of the all-out scheme of social security which was 
presently put into effect. We in India today are not even 
where Britain was in 1900,—we are nearer, ^perhaps, 
Dickens’s and Disraeli’s England than Wells’s or Bennett’s 
England. In a country like India where the majority of 
the people are under the grip of the Beveridgean ‘ five deadly 
sins ’, the pressing problem is poverty even more than secu¬ 
rity, for our insecurity doesn’t concern a remote or proble¬ 
matic tomorrow, but is the agony of the present, a harrow¬ 
ing and continuing agony. In such a dismal situation, full 
employment at fair wages would be the best programme 
of social security. The Mahalanobis Plan-frame for the 
Second Plan was thus right in naming as one of its main 
objectives the liquidation of unemployment “ as quickly as 
possible and within a period not exceeding 10 years ”. Beve¬ 
ridge said that, given the choice between bread and a radio, 
the housewife would choose bread. But if the choice is 
between bread for some and half-hunger for all, more bread 
will somehow have to be produced and shared. In the 
Indian context, then, the eradication of poverty through the 
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creation of purposive employment is the first thing on 
which our national energies have to be directed. 


Unemployment 

According to the Planning Commission, unemployment 
^ in India is the result of the operation of various causes, viz., 
the steady rise in the population, the gradual disappearance 
of agro -industries, the inadequate development of non-agri- 
cultural occupations, the evils of an educational system largely 
unrelated to the demands of everyday life, and the vast 
displacements of population consequent on the partition 
of India. Unemployment in the rural areas is partly at 
least underemployment, the agricultural labourer’s energies 
being wholly engaged only during particular months or sea¬ 
sons of the year. Urban employment is more easily visible 
and more immediately aggressive in its repercussions than 
unemployment in the endless spaces of the Indian country¬ 
side. Finally, there is this modern malady called middle- 
class or ‘ educated ’ unemployment. As in other spheres of 
our economic life, statistics relating to the unemployed too 
are difficult to compile, and not very reliable when some¬ 
how put together. The First Plan is supposed to have pro¬ 
vided employment to nearly 5 million people. But at 
the commencement of the “Second Plan period, the posi¬ 
tion was rather worse than at the commencement of the 
First Plan because, we were told, “unemployment began 
to show a marked upward trend when the First Plan was 
halfway through Anyhow, we seem to have now on 
our hands at least 5 million unemployed in rural and urban 
areas put together, and an anticipated addition to the labour 
force at the rate of about 2 million a year. Fresh employ¬ 
ment opportunities were expected to absorb all the new 
entrants to the labour force, and even those that are now 
underemployed may be able to augment their income a 
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little; But this employment is a running sore, and it is 
likely to remain so even at the end of the Second Plan. 
We are multiplying too fast, and new employment oppor¬ 
tunities are too few. 

The ‘educated’ unemployed too are unlikely to fare 
any better in the immediate future. Defining the" “ edu¬ 
cated unemployed ” as those men and women who have 
been reasonably educated (say, at least upto the S.S.L.C. 
or the Matriculation standard), and who, although desiring 
lucrative employment, are unable to secure such employ¬ 
ment, we had in 1955 about 5.5 lakhs to reckon with, and 
to this number .should be added annually 3 lakhs of fresh 
labour force. Replacements on account of retirement, death, 
etc., possibly account for 2.4 lakhs ; and new jobs of the 
order of 12 lakhs were expected to be made available in 1 
the public and private sectors during the Second Plan period. I 
Besides, a Study Group that went specially into this ques¬ 
tion made certain recommendations which, when imple¬ 
mented, was expected to absorb 2.4 lakhs. Not all these 
anticipations have materialised, or are likely to materialise, 
and we are likely to be left at the end of the Plan period 
with about the same number of unemployed as we had 
at its commencement. There is another point, too, to 
remember in this connection. Many of the educated unem¬ 
ployed are really drawn from the labouring classes, but 
have now been infected by the “ stupidities of the middle- 
class ” and so hanker after the so-called ‘ white-collar ’ occu¬ 
pations. Divorced from the soil, divorced from the past, 
they are their own worst enemies. They have lost what 
their parents had—the propensity to work with the hand, 
the alertness to meet changing situations, the capacity for 
adjustment; and unable to get the jobs which they think 
their education has fitted them for, they feel helpless and 
wallow in deepening frustration. And, in course of time, 
these unemployed tend to become unemployable. Gandhiji 
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saw the evil and prescribed the cure. But few see 
it a palatable pill to swallow. 

Circumstanced as we are, then, it still seems a long, 
long way to the Mecca of full employment. But since impa¬ 
tience and despair are alike cardinal sins, we have somehow 
to persevere, making adjustments and compromises on the 
way, till—may be 10 years hence, may be later—the evils 
of unemployment and underemployment may be seen to be 
a nightmare that is over. When that day dawns, the present 
clamorous demand for jobs will be replaced by the demand 
for labour, rationalisation and mechanisation would come 
handy, and we shall be able to introduce more and more 
of these modern techniques to achieve an ever increasing 
volume of production. For the time being, however,. we 
have to be content with compromise,—unexciting and unor¬ 
thodox though they may seem to be ! 

Service Inequalities 

A reference was made a few pages earlier to the eco¬ 
nomic chasm that divides, the country from the city, and 
again the poor from the rich. The inequalities do not stop 
there, for there are also inequ^aliti^ between region and 
region, state and state, and especially between the Union 
and State governments. The Union Government controls 
all the important items of revenue, but the State Govern¬ 
ments have the immediate responsibility of ministering to 
the manifold needs of the people. Between the well-fed 
Union Government and the ill-fed State Governments there 
is an almost unbridgeable chasm. Central scales of pay are 
as a rule higher for similar categories of work, and this not 
only leads to much heart-burning, but also to an unholy 
scramble for Union jobs. To take but a single example : 
the Union Ministry of Education has today more funds at 
its disposal than at one time all the State Governments toge¬ 
ther had under this head ; and it must not be forgotten 
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that the Union Ministry has, after all, no direct responsi¬ 
bility in the matter of primary or collegiate education. No 
doubt some feeble attempts are being made to iron out the 
more disturbing of these inequalities, but not only funds are 
not freely available, there are also delays, bargainings, and 
ineptitudes of all kinds, and little is actually accomplished. 
The spectacle of the State Ministers and their Advisers mak¬ 
ing periodical flights to Ne,w Delhi with bagging bowl and 
State-Plan schedules, deputy commissars there laying down 
the law in omniscient certitude,—plans, estimates, propor¬ 
tions being tossed to and fro,—must make the impartial 
observer wonder whether the spirit of the Great Mughal isn’t 
somehow back in New Delhi, giving a cynical twist to all 
our democratic principles and processes. 

Evils of Planning from Above 


Our major misgiving regarding the whole business of 
planning in India is that it is rather unrelated to the press¬ 
ing needs of the mass of Indian humanity,—u nrelate d, that 
is, to the exact situation and paramount needs of ‘ Dariara 
Narayana It is planning from^Above, with not much con¬ 
tact with o£response from Below. Mr. V. P. Menon, speak¬ 
ing recently at Bangalore on the Centre and the States, made 
the telling point that “ in the last 10 years the Centre had 
extended its functions in an uninhibited manner. The con¬ 
centration of power at the headquarters and the deadening 
of local initiative due to the unrivalled supremacy of one 
party in all States and Centre had been aggravated by cer¬ 
tain developments in the administrative sphere. Even in 
matters which were within the purview of the States accord¬ 
ing to the Constitution, the Centre could get its way through 
its influence on the Party organisation Planning for all 
practical purposes is planning at the Centre ; but the feeble 
circumference is expected to turn the Plan into concrete 
achievement. The planners are well-meaning and intelligent 

# 




A Grammar of Indian PL 

-men, no doubt; the experts and the senior executant^ 
ail, all honourable men ; but few of them hav e lived in the 
countryside, few have exchanged pulses with Daridra Nara- 
yana. Things would perhaps improve later on when the 
people themselves become fruitfully Plan-conscious, shed¬ 
ding their present inferiority complex and refusing to be 
cajoled into tame acquiescence in the unrealistic policies of 
a Government that has lost touch with the roots of reality. 
When that day dawns, suggestions for future planning would 
surge from below, and not, as they do now, spurt from 
above, from the Olympian heights of the Planning Secre¬ 
tariat at New Delhi. 

A not less serious misgiving relates to the statistics on 
which to a great extent our planning edifices have been rais¬ 
ed. A writer in the Economic Weekly wrote in 1955 : 
“ That in formulating the Second Plan we are hindered by 
much the same lacunae in data as five years back is, indeed, 
a sad thing ”. And Dr. John Matthai, too, while admitting 
that the Second Plan was more of a real Plan than the 
First, said : “ For a Plan (like the Second) so comprehen¬ 
sive and calling for inter-adjustments at so many points, the 
statistical data available are grossly inadequate ”. Although 
there are bureaus of statistics and highly-paid statisticians, 
most of the details have after all to be provided by the here¬ 
ditary village officers or their henchmen, and these have 
neither the training nor the patience to enter the relevant 
accurate figures in the numerous forms that are doled out 
to them for disposal. Granted even that the experts at the 
higher levels are truly expert in their jobs, what could they 
do with the material so casually or carelessly gathered ? 
If we cannot be sure of the readings, how can we proceed 
with the diagnosis of the disease, much less prescribe the 
cure ? According to the Eastern Economist , “ Indian plan¬ 
ning has been proved overwhelmingly academic when con¬ 
sidered in the light of the difference between targets and 
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actuals in the First Plan. This, it is believed, is no acci¬ 
dent ; Indian planning contains serious defects in statistical 
method In the First Plan, we overshot our targets, as if 
in a fit of absence of mind. Purblind statistics leading India’s 
limping economy might have led her to disaster,—luckily 
she stepped on comfortable hay ! But it would not be 
wise to tempt fortune over and over again. Further, this 
loose statistical habit (as distinct from the disciplined 
science of statistics) has begun to colour our pep talks, 
and we seem to be attaching more importance to averages 
and percentages than they really deserve. The national 
income increased by 18% during the First Plan period ; 
the per capita income went up by 10% ; the production 
of this went up by so much per cent, the production of this 
other will go up by so much more.Well, these asser¬ 

tions have some value, perhaps, but not when they have no 
relevance to our everyday life,—not when they defy trans¬ 
lation in human terms. What is the use of our vaunted 
increase in the production of iron, steel, and cement, if 
a villager cannot get Rs. 10 worth of iron or steel or cement 
for his immediate needs, but must wait on officer and offi¬ 
cial, their clerks and chaprassis, write letters and petitions, 
fill forms, sign declarations,—and, in the end, buy the stuff 
in the black market? Statistics are made of sterner stuff, 
and are not to be cheapened into a macadamised road to 
national self-deception. 

The Evils of Regimentation 

Another misgiving which we cannot help entertaining 
is with reference to the cloak of omniscience worn and the 
wand of omnipotence weilded by the less humorous among 
our leaders and administrators. Men in New Delhi seem 
to think that everything should be beaten into a uniform 
shape, and these 4 naye paise 5 alone should be current all 
over the country. A cast-iron pattern of education, a natio- 
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to order, subsidised mass-produced 
ama, subsidised painting and poetry, manu¬ 
facture of pure and applied research from twenty widely 
scattered ‘ national ’ or ‘ central ’ laboratories, a new coinage, 
a new system of weights and measures, a new hierarchy of 

titles (Bharat Ratna, etc.), a new calendar,.need the 

catalogue be further extended ? There is a certain type of 
mind that prefers the superficial to the real, the accumu¬ 
lation of ‘ forms 9 to the fermentation of ideas, the loud 
babble of speech to the creative silence of thought. (A 
Government official is heard to have remarked that the 
Government of India “ will soon be capable of an annual 
turnover of 1,400 tons of official forms for carrying 
out the commitments of the Five Year Plan”.) A 
rupee is a rupee whether it is made up of 16 annas or 
100 naye paise. What we need urgently is the creation of 
j more wealth, not a novel or more ‘scientific’ manner of 
! measuring it. Decimal coinage has meant, in practice, a 
1 general rise in prices, a definite rise in the cost —not the 
standard —of living. It is no satisfaction at ail that we are 
suffering in an ultra-modern and scientific way! What' we 
need is genuine research, not alone new edifices in brick 
and mortar, with directors, deputy directors, registrars, all 
true to the current administrative mould, achieving hardly 
any research that may compel the attention of the world 
of science. Professor J. D. Bernal, after visiting some of 
our much advertised laboratories, pointed out that the ten¬ 
dency here was still “ to put too much into brick and mortar 
and not enough into people who are going to work in these 
laboratories ”. But who can make the pseudo-Mughals in 
New Delhi see the way of reason ? They have the power 
over the purse, they are in a position to pay the provincial 
pipers ; and even the Universities have perforce to stomach 
their ‘ autonomy ’ and play the tunes that the patrons 
want. In his great book, Ends and Means, Mr. Aldous 
Huxley pointed out that even when a Government plans 
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^K; to turn a capitalistic to a socialistic society, certain principles 
should be observed in the interests of peaceful evolution : 
firstly, only strictly necessary changes should be carried out; 
secondly, no reform, however desirable in theory, should 
be undertaken if it is likely to be violently opposed by large 
masses of the people (as, for example, certain recommen¬ 
dations of the States Reorganisation Commission were oppo¬ 
sed in parts of the country) ; and, thirdly, “ the desirable 
changes should be made, wherever possible, by the appli¬ 
cation to wider fields of methods with which people are 
already familiar and of which they approve These are 
counsels of wisdom and commonsense. Yet alas ! “ wisdom 
cries out in the streets, and no man regards it Wisdom 
in the person of Rajaji cries out through the columns of 
the Swarajya : 


“ We have acquired a common language and after 
laborious effort learnt to use it with ease and grace and 
precision ; but now we resolve to give it up and learn a 
new language and imagine that pride can be a substitute 
for precision. We find a vast section of our people work¬ 
ing honestly and diligently and with great skill making 
almost all the cloth that we need. They asked for no 
capital and presented no housing problem. But we propose 
and actively assist to ruin their trade by organising machines 
which will put these vast numbers of people out of employ¬ 
ment. We appoint committees at the same time to invent 
and organise employment for every one, for we are told 

that it is dangerous to leave men idle and starving. 

What a bundle of contradictions have we become ! WTio 
will now turn and twist us into some shape ? May God 
help us ! ” 


No theory of civil life, no 4 ism will work satisfac¬ 
torily unless the citizens in the democracy are willing to 
undertake the responsibility of thinking and judging & for 
themselves. This willingness and by disuse the capacity 
also are rapidly decreasing. Instead of independent think¬ 
ing and free judgement, the manners of parrots have been 
growing among men, even among those rightlv credited 
with intellectual capacity of a high order. They repeat 
the words uttered by the established guardians without 
paying thought to the meaning and the implications...... 
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If we have not the free and critical atmosphere of a well 
balanced democracy, a Welfare State is most favourable 
soil for the growth of weeds of careerism, intrigue and 
various types and degrees of dishonesty 
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That such piercing cries should be wrung from our elder 
statesman, the Nestor of our whilom Nationalist Army that 
wrought independence for us, should make us all pause 
and think, and ask ourselves whether our goals are the 
right goals, whether our pilots are truly reliable and res¬ 
ponsible men, and whether the directions we are taking are 
really going to lead us to these goals,-—or any goals for 
that matter. 


To What End Are We Planning ? 

This brings us at long last to the question of questions : 
To what end are we really planning ? Do we indeed hope 
to turn this country—say after the nth Five Year Plan—- 
into another U.S.A., enjoying a standard of life comparable 
to that of the American, the Canadian, or the Englishman ? 
A car for each family (if not indeed two or three), radios, 
refrigerators, TV sets, automatic gadgets of all kinds, tele¬ 
phones, air conditioned rooms, and so on, the rest of the 
concomitants of a plastic paradise : Do we visualise our 
future in such terms? As our population increases, do 
we expect our economy to expand at a rate even faster— 
much faster—than the rate of population increase, so that 
we shall have established a prosperous nation of some 600 
millions by 2,000 a.d., enjoying all the blessings of modern 
science and technology, with our cities the last word in 
luxury and comfort, and the countryside spotted with facto¬ 
ries and townships and even some villages ? It is a pretty 
picture, but will it be ever anything more than a dream 
and a hope ? So long as a few Western nations were in a 
position to exploit the rest of the world—the wide spaces 
of Asia* and Africa especially—a high standard of living 
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was possible for the lucky few. The U.S.A. had enormous 
natural resources, and a conjunction of favourable circum¬ 
stances helped that nation to achieve the marvel of her 
expanding economy. But now that India, China, Indonesia, 
Pakistan, the United Arab Republic of Egypt and Syria, 
Ceylon, Burma, and various other nations are in the race, 
can we honestly say that the resources of the world are 
likely to prove inexhaustible, thereby facilitating a repeti¬ 
tion of the U.K. and U.S.A. all over the surface of the 
globe ? Gandhiji thought differently ; even in America, the 
Jeffersonian dream was different. Why did Gandhiji retire 
to Sevagram, live in a hut, and preach Sarvodaya ? Did 
he not imply that for the teeming masses of India only the 
kind of life that he lived—and dare we say that his life 
lacked fullness or purposiveness ?—was likely to be within 
reach ? What would Gandhiji have said of the excessive 
centralisation of our administration ? Would he have 
applauded the omnicompetent State playing the mentor and 
manager in every sphere of our activity, social, political, 
educational, aesthetic, recreational, cultural ? What would 
have been his comment on our plans and programmes, 
whose story often is that they are concocted in haste, imple¬ 
mented to the tune of waste, and so allowed to leave a 
long trail of bad taste behind ! Again, what would the 
Father of the Nation have said about the endless stream of 
foreign experts who arrive almost by every plane and scruti¬ 
nise and report about every minute item of our national 
life ? Some of these experts—for example, J. K. Galbraith, 
Nicholas Kaldor, Maurice Dobb, R. M. Goodwin, Oscar 
Lange, and Gunnar Myrdal—are undoubtedly among the 
very eminent in their respective fields ; yet, with the best 
will in the world, how can they, in the course of a week’s 
or a few months’ stay in the country, pluck the heart of 
the mystery of our age-long problem of poverty, and give 
us easy antibiotics to swallow ? Besides, the experts, belong- 
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ing as they do to different schools of thought, often offer 
contradictory advice, some favouring physical, others eco¬ 
nomic planning. Then we have an expert like Dr. Appleby, 
reprimanding our legislators—and provoking a debate on 
the role of the Controller and Auditor-General. What has 
happened to our Indian economists—has Government 
forgotten or mislaid them ? The Prime Minister moaned 
recently (26 October 1958) at Hyderabad: “What ha* 
distressed me is that our economists have not helped us to 
the extent they might have done.Still some are func¬ 

tioning in their old way with the old text-books which are 
apt to be hidebound One would have thought that one 
economists were suffering from a very different malady, 
viz., an excessive readiness to toe the official line in all 
matters ! Be that as it may, the ceaseless invasion of 
4 experts ’ is disconcerting, and the man in the street is 
puzzled in all conscience and wonders whither we are 
going. 

The Huxleyan Criterion 


Applying the Huxleyan criterion, we have a right to 
ask in conclusion : Will the Plan—will planning as it is; 
processed and practised in India—transform our society 
into a just, peaceable, morally and intellectually progressive 
community of non-attached and responsible men and 
women ? It is a large question, and it would admit of a 
wide answer ; it is too soon, at any rate, to articulate a 
categorical 4 Yes ’ or 4 No \ In the foregoing pages, I have 
ventured to give expression to some of the doubts and fears, 
that strike us when we objectively study the Indian Five 
Year Plans and their actual working. Some of the doubts 
may be born of timidity, and some of the fears may prove 
to be unfounded. But in a democracy a sacred trust is 
reposed on the individual citizen. In democratic theory 
he, the individual citizen, as much as the Prime Minister,. 
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is ultimately—equally, though not to an equal extent 
responsible for the country’s evolving destiny. It is the 
very condition of his loyalty that he should intelligently 
participate in the country’s affairs, and extend co-operation 
to the utmost, and also offer honest criticism (which is but 
another form of co-operation) when necessary. The archi¬ 
tects of India’s two Five Year Plans are among our most 
distinguished men, but they are not infallible. A demo¬ 
cracy has among other freedoms the freedom also to commit. 

«bona fide ’ blunders,—only she should have the sense to 
profit by the mistakes of the past. This adventure of demo¬ 
cratic planning is a stupendous adventure. We have failed 
where we thought we would succeed, and we have succeeded 
where we thought we would fail. But when the balance is 
struck, we may lay the flattering unction to our souls that 
perhaps we have not done quite so badly after all. Perhaps 
we will do even better in the future, especially if we periodi¬ 
cally re-think our ends and means, learn from past mistakes, 
permit free discussion, and keep close to the realities of- 
human life in our country : if we do not forget, that is, 
that planning should be honest planning, and planning m 
India should be democratic planning. A thundering success 
is not needed in our planning endeavour ; only a dictatorship 
needs to bolster up its fading prestige with claims of sensa¬ 
tional planning triumphs. So long as we know that, notwith¬ 
standing setbacks and miscalculations and disappointments, 
we are steadily—even if slowly—marching on, all must be 
well, and the Plan’s success and the Man’s well-being will 
be seen to be but the two complementary aspects of the 
same reality. 

Towards Ramrajya 

The Father of the Nation often spoke of Ramrajya 
as our goal; now-a-days we talk of the Welfare State, but 
the sense is the same. The ideal of Ramrajya was described 



by the Tamil poet Kamban as a condition in which no one 
has got less than enough, and no one has got more than 
enough ! And Sage Narada has described Ramrajya as a 
system of governance under which there are neither orphans 
nor widows ; rain comes in time, crops blossom and ripen 
in proper season ; famines, floods, pestilence, fire, diseases 
and epidemics are unknown ; people are truthful and per¬ 
form their duties and functions according to Dharma ; trees 
are fruitful beyond measure, and cows give bucketsful of 
milk ; there is no infant mortality ; and people live peaceful 
and contented lives, and even women do not quarrel. In 
Ramrajya people are not idle, but work with a sense of 
freedom and joy, for, as Professor R. G. Hawtrey has 
remarked, “ what differentiates economic systems from one 
another is the character of the motives they invoke to induce 
people to work In a Welfare State, all work to make all 
happy. In Ramrajya, again, there is neither disease nor 
squalor, neither hunger of the body nor the hunger of the 
soul. The goal of Ramrajya is not to be reached in one 
quick jump. But one or two hesitant steps have already 
been taken, and others will follow. If the direction itself is 
right, we needn’t doubt that one day—sooner than later— 
we shall reach the goal. 
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APPENDIX I 

A NOTE ON THE FORMULATION OF THE 
THIRD FIVE YEAR PLAN 

The Second Plan is drawing towards the close of its 
third year. And talk has begun about the formulation of 
the Third Five Year Plan. Men and Associations are coming 
forward with their opinions as to how the next Plan should 
be shaped. The Working Committees of the Congress and 
the Jan Sangh have already published their resolutions, and 
prominent ministers (Union as well as State) are telling us 
vaguely—rather like King Lear—that the Third Plan (what 
it will be they know not) will anyhow be something big 
and ambitious. 

Discussions on planning, if they are to be fruitful, 
should concern themselves with the thousand and one details 
rather than on broad generalities. Planning means analysing 
the needs and balancing them with the available resources, 
and as yet we have nothing to analyse or probe into. 
Mr. V. T. Krishnamachari, the Deputy Chairman of the 
Planning Commission, remarked in the course of a speech 
at Bangalore on 31 December 1958, that nothing has been 
done regarding the Third Plan beyond taking certain 
“ steps such as the setting up of working groups for irri¬ 
gation, power, agriculture, iron and steel production, coal 
and certain other industrial products ” ; when the working 
groups send up their proposals, the Planning Commission 
would decide about their inclusion in the Third Plan. 
That’s about all we have in concrete terms. We do not 
even have an idea of the priorities or of the resources 
available. All that we have a right to hope is that the 



Third Plan too would try to raise the national income and 
to promote social justice. 


A heavy investment programme is likely enough, as 
under the Second Plan. But how heavy ? The total amount 
of investment cannot be much less than under the Second 
Plan, for any such reduction might be interpreted as an 
admission of the Second Plan’s failure to attain the targets 
originally set. Nor can the outlay be much greater than 
under the Second Plan, for we have seen our economy’s 
life-and-death struggle for achieving at least the “ core ” 
of the Second Plan. The Prime Minister, however, has in 
his usual way tried to silence speculation by charging those 
who dare to think of smaller plans with having “ no under¬ 
standing of these Plans, rather, what planning itself is ”. 
Mr. P. C. Mahalanobis has recently declared that at least 
Rs. 10,000 crores should be invested in the III Plan. 
But speculation continues, and hopes are being raised, and 
warnings are being uttered. 

The Third Plan will no doubt try, like its predecessor, 
to hasten the advent of the socialistic pattern of society, 
Attempts will be made to decrease still further the concen¬ 
tration of wealth in a few hands, and the public sector will 
be helped to expand at the expense of the private. Yet 
it is necessary to warn the Commission against this doctri¬ 
naire approach to the problem of India’s economic develop-* 
ment. “ It is not adequately recognised ”, the Hindu 
pointedly remarks, “ that the effect of much of the egali¬ 
tarian social reforms undertaken in the past few years is 
to transfer incomes from the saving classes to the spending 
classes, and that while this may promote social justice, it 
must necessarily affect the volume of savings in the nation 
as a whole ”. Similarly, a doctrinaire approach to the 
problem of ceiling on agricultural income and hasty legis¬ 
lation dictated by the necessity to fight soon another General 
Election cannot be a sound basis for planning. “ God 
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forbid!” says Rajaji in a recent article, and continues: 
“ Corruption would be continent-wide and take new and 
strange forms, not to speak of the total collapse of the main 
objective. What can result from these ceiling proposals 
hanging in the air without any constructive programme, 
except just political machination, subterfuges and depres¬ 
sion of the industry of agriculture and a lowering of land 
values with consequent increase of inflationary trends in 
consumer goods ” ? The recent talk about rural co-opera¬ 
tives to manage the post-ceiling surplus land and the new 
slogan ‘co-operative socialist commonwealth’ (which the 
Prime Minister has adroitly coined) befog the real issues 
and promote self-deception, rather than offer any serious or 
practicable programme to advance production and bring 
about peace and contentment on the agricultural front. 
Already food prices have been going up at 10-12% every 
year during the last 2-3 years. An Utopian approach to these 
problems can only worsen the situation more and more. 

We should not forget that the Second Plan had certain 
advantages which the Third will not have. The ‘‘ cushion ” 
of foreign exchange reserves which our country had at the 
beginning of the Second Plan is gone, and rugged gravel 
has taken its place. Food supply, which three years ago 
was in a fairly sound position, has sharply deteriorated. 
It is thus open to doubt whether the Third Plan can achieve 
even as much as the Second. In fact, we shall have to repay 
large amounts of foreign loans borrowed during the First 
and Second Plans, and this is not going to be easy. Further, 
the tool of deficit financing has been blunted through excessive 
use and can help us very little during the Third Plan period. 

As regards taxation, the business community has been 
complaining that the tax burden is heavy enough as it is, 
with more than a dozen direct taxes affecting Companies 
as well as individuals. If anything, there is need to give 
tax concessions rather than any room to impose fresh tax 





% 


A Grammar of Indian PL 

burdens, and Professor M. H. Gopal has rightly stressed 
this aspect in his presidential address before the Indian 
Economic Association in December 1958. With election* 
coming on, the ruling party may not be able to increase 
the indirect taxes. As for the loan programme, our past 
experience should warn us against entertaining hopes of 
any spectacular success. Moreover, the proposed ceiling on 
agricultural incomes, if brought into effect, will effectively 
eliminate the possibility of loans flowing from the rural 
sector. The progress might be 46 backward ” rather than 
“ forward ” ! In China, a considerable proportion of the 
Plan outlay is met from the profits on State undertakings. 
We too have an expanding public sector, but the time is 
not ripe yet for us to expect any substantial income from 
this source either. 


The conclusion thus emerges that the Third Plan cannot 
start on as optimistic a note as the Second. But the broad 
features of the Third Plan are likely to be as follows :— 

(a) Projects like the machine manufacturing indus¬ 
tries, which were not taken up under the Second Plan, 
should now be given high priority, for a developing economy 
needs them; 

(b) Projects which are likely to remain unfinished 
at the end of the Second Plan period should be carried over 
to the Third Plan ; 

(c) Agriculture should command compelling atten¬ 
tion, and food production should increase and food imports 
stop,—else, all future planning would be mere self-deception ; 

(d) Unemployment—educated no less than rural and 
industrial—should be somehow successfully tackled ; 

(e) Increased attention should be focussed on educa¬ 
tion at all levels. 

But the difficulty is that we have still no planning in 
the real sense. Estimates are wrongly made, and forecasts 
are often faulty. There has been little scientific precision 
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in devising the machinery for utilising available means 
forging the desired ends. As Dr. J. J. Anjaria has rightly 
pointed out, “ so far planning has been mainly a means 
or device for undertaking an expenditure which we consi¬ 
dered important.For future Plans, costs of projects 

will have to be phased and we have to make sure that invest¬ 
ments bring in adequate returns ”. Besides, like the blind 
doctrinaire approach and the purblind ‘ Mughal Court 
approach, the currently witnessed increasing centralisation 
of the planning process and machinery also carries dangers 
of its own. Planning is tending to be more and more 
unrelated to the actualities of life in the country. No use 
summoning Kaldor from time to time to solve the difficulties 
of our own making! “ It will be wise ”, writes Mr. K. 

Santhanam, “ to progressively restrict the work of the Central 
Planning Commission to strictly Central Enterprises, and 
so far as State Projects are concerned to have only the 
general power of co-ordination. In the matter of Finance 
also the States should be encouraged and advised to raise 
their own resources for capital as well as revenue expendi¬ 


ture . . 

The Third Plan is going to have a tremendous signi¬ 
ficance for us. The first two Plans have been largely experi¬ 
mental. The Third Plan must firmly tell us as a nation : 
Do or Die ! It is the Third Plan that has to start at long 
last the snowball of automatic perpetual economic develop¬ 
ment that is the dream of the economists. Nor is it altogether 
beyond our capacity. Keen desire coupled with concentrated 
effort can achieve this all right. People have grown Plan¬ 
conscious ; we have learned from experience what to do 
and what not to do. The danger lies only in entertaining 
Himalayan ambitions without the readiness to put forth 
the necessary effort on the same gigantic scale. In the 
words of the Prime Minister, “ Let us pledge to implement 
the Five Year Plans 
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As an independent country Pakistan started where 
India also started on 15 August 1947, but they have been 
treading somewhat different paths ever since. In 1948, 
a Planning Board was set up, and in 1949 a regular 
Ministry of Economic Affairs came into existence. A Six 
Year Plan (1951-7) duly emerged involving a total 
expenditure of Rs. 120 crores. Meantime India’s First 
Plan had been published, and Pakistan should have felt 
that her own Plan was not ambitious enough, and so in 
1953 a new Planning Board was constituted and it was 
decided to accelerate the pace of economic development 
by increasing the size of the Plan. The draft of the First 
Five Year Plan (1955-60) was published in May 1956, 
and the revised draft, as generally approved by the National 
Economic Council, was published in May 1958. It is a 
bulky document of 650 large packed pages. 

During the Plan period the proposed allocations in 
the public and private sectors total up to Rs. 750 crores 
and Rs. 330 crores respectively. Of the allocations under 
the public sector, water and power development are to 
consume 28.8%, industry 17.4%, transport and communi¬ 
cations 17.8%, agriculture 12.9%, village AID etc. (corres¬ 
ponding to our C.D. and N.E.S. schemes) 3.2%, and educa¬ 
tion, health, social welfare, housing and settlements 20%. 
The total expenditure target is Rs. 1,080 crores, representing 
10% of the estimated gross national product during the 
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Plan period. To meet this expenditure the resources posi 
is as follows : 



Public saving 
Private saving 


Rs. 100 crores 


Rs. 560 crores 


} 


External sources . Rs. 420 crores 
Total : Rs. 1,080 crores 


constituting about 
6% of the national 
product during the 
Plan period. 


Of the estimated external finance of Rs. 420 crores, Rs. 380 
crores is to be in the form of loans and grants to the public 
sector and Rs. 40 crores investments in and credits to the 
private sector. 

The extreme flexibility of the Plan may be gauged 
from this sentence : “ These estimates cannot be precise ; 

the actual size of the resources available for development 
each year will have to be calculated annually, and the annual 
development programmes adjusted accordingly . The broad 
hope, of course, is that the national income will rise by 15% 
during the Plan period and continue to rise at that rate, 
thereby doubling the national income in about 19 years. 
Since the population too is expected to rise at the present 
rate, the per capita income is likely to double itself only 
after 30 years. 

It will be seen that the main brunt of achieving economic 
development is thrown on the public sector. Out of the total 
projected expenditure of Rs. 750 crores, Rs. 100 crores is 
to come from budgetary savings, Rs. 270 crores from private 
savings, and the rest (i.e., 51% of the total) is to come 
as foreign assistance. Private saving will mean the increase 
of permanent and public debt by Rs. 150 crores and increase 
in provident funds, postal savings, sale of lands, etc., 
together providing Rs. 120 crores. 





A Grammar of Indian PI 

The Plan makes detailed allocations, and the chapters 
read as though a common hand has drafted both the Indian 
and Pakistan Five Year Plans. After all, the senior mem¬ 
bers of the old British bureaucracy who were also partitioned 
between India and Pakistan were good draftsmen, and knew 
how to turn nebulous ideas into concrete proposals. Turn- 
ing paper proposals into visible achievements, however, is 


quite a different matter. 

It is a pity that the recent suppression of democracy 
has so abruptly ended Pakistan’s planning endeavours within 
a seemingly democratic framework. But the Plan itself is 
an interesting and impressive document and merits study 
by students of planning. 



A NOTE ON PLANNING IN CHINA 


Apart from India, the People’s Republic of China is 
the one vast Asian country to adopt Planning as a means 
of raising her economic status. Her First Five Year Plan 
began in 1952 and ended in 1957, and their Second Plan 
has just commenced. The actual financial outlay by the 
State for the First Plan was 133,340 million yuan. Out 
of this, 48.7% went to economic construction, 14.7% to 
education, culture, and social services, 31.1% to national 
defence and administration, and finally, 5.5% towards the 
repayment of loans, etc. In almost every sphere, the actual 
expenditure has exceeded the original targets. 

The Chinese have mainly depended upon taxes and 
income from State enterprises for carrying out their Plans, 
as the following table indicates :— 


Taxes" 

66,690 

50.0 

Revenues from State 

enterprises 

55,920 

41.9 

Receipts from loans 

and credits 

5,980 

4.5 

Other sources 

4,750 

3.6 

Total 

133,340 

100 


It is pertinent to contrast here the part played by foreign 
loans and aid in India and in China. In India’s Second 
Five Year Plan, foreign assistance and the uncovered gap 
represent about 25% of the total outlay, whereas in China 
receipts from loans and other sources represent only 8% 

12 

t 
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df their outlay. It is thus clear that the Chinese 
planned reasonably within their means and not over-ambi- 
tiously. Another reason why the Chinese are able to forge 
ahead with their programmes with ease and speed is their 
close relationship with Russia. In this context it should 
be very interesting to read what the New Statesman and 
Nation has to say contrasting Indian with Chinese planning : 


“ However calculating and sometimes uneasy may be 
the attitude of the Russian leaders towards Mao Tse-tung, 
they do at least provide their main ally with the long 
term assurance that capital equipment and technical advisers 
in known and substantial quantity will be steadily forth¬ 
coming for Chinese economic planning. As a contrast 
India.... is continually having to go cap in hand to 

America, Britain and West Germany. India must 

periodically tremble on the verge of bankruptcy ”. 


Unlike India, then, China has hardly any need to worry 
about her foreign exchange problem ; it is, in fact, no 
serious problem to her. China is better off than India 
partly because she has planned well within her means and 
partly because of the certainty of Russia’s steady and 
continuing help. Mr. Li Hsien-Nien, Vice-Premier of China 
has stated in the People’s Congress in Peking on 29 June 
1957 that China had received Rs. 435 crores by way of 
loans before 1953 and Rs. 624 crores for the First Five 
Year Plan (1953-7), mostly from the U.S.S.R. Besides, 
she has also increased her exports to many south and south¬ 
east Asian Countries regardless of the costs of production. 

Coming to specific sectors of the Plan, China seems to 
have done better than India. In Agriculture, the progress 
is really marked : the index of .rice production in 1955-6 
was 160, with 1949-50 as the base, whereas in India the 
corresponding figure was barely 112.7 ; in wheat production 
the index of 1955-6 stood at 166, and for foodgrains as a 
whole at 159, the corresponding figures for India being only 
130.5 and 113.5. The production of paddy in China in 


c 


o 



1949-50 was hardly 47,876,000 long tons, while in 1955^ 
the production was 76,792,000 long tons. In wheat the 
production has gone up from 13,592,000 long tons to 
22,602,000 long tons; in cotton, from 1,283,000 long tons 
to 1,494,000 long tons ; in sugarcane, from 2,600,000 to 
7,982,000 long tons. The results in India haven’t been 
equally spectacular. The production of paddy in India 
rose between 1949-50 and 1955-6 from 34,755,000 to 
38,211,000 long tons; in wheat, from 6,290,000 to 
8,348,000 long tons; in sugarcane, from 4,938,000 to 
5,859,000 long tons ; in every other crop India was able 
to register only modest increases. In productivity per acre 
too China appears to have accomplished a phenomenal 
increase : for example, the yield of paddy per acre rose 
from 1,689 lbs. in 1949-50 to 2,389 lbs. five years later. 
During the corresponding period the yield per acre in India 
rose only by 101 lbs. 

That the People’s Republic of China has succeeded 
more than we have in stepping up agricultural production 
is obvious enough. One reason is the resort in China to 
the totalitarian methods of regimentation and mobilisation 
of resources. In India, neither the land-owner nor the 
cultivator is satisfied with our ill-conceived land reforms. 
In China, all cultivable lands were taken over by the 
Government in 1949-50 and distributed to the rural land¬ 
less people. This, however, meant no improvement in 
production, and so ultimately all lands were collectivised, 
small individual holdings having proved uneconomic. In 
collective farms, it is claimed, better farming techniques 
could be used to great advantage. Collective farming 
succeeded in China because all the previously underemploy¬ 
ed agricultural labourers who had to seek non-agricultural 
pursuits after the introduction of collective farming were 
provided with alternate employment by the Government. 

China’s success on the industrial front has been no 
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on the non-industrial front. V 
: the value of industrial output in 1955 
was 165.6—a creditable rise indeed. In the first Plan, China 
did not give any prominence to consumer goods, the main 
stress being on the manufacture of producer goods like iron 
and steel, coal, and electric power. On the other hand, 
India, as we have seen, was mainly concerned during her 
First Plan period with the agricultural sector, and little 
was done to promote the manufacture of producer goods. 
This deficiency, however, is being made good in our Second 
Plan. In their Second Plan, on the contrary, the Chinese 
are giving more stress on consumer goods. For example, 
while the production of cotton yarn in China was 3,618,000 
bales in 1952, the target for 1962 is 9,000,000 bales ; in 
salt and sugar, likewise, the production is to be stepped 
up from 4,945,000 and 451,000 tons to 11,000,000 and 
2,500,000 tons respectively. The private sector in Chinese 
industry has practically been liquidated ; it was not subjected 
to ruthless measures as in the agricultural sector, but driven 
to eventual suicide through tax pressures, credit rationing, 
capital levies, state competition, and union demands. In 
the circumstances, outright expropriation was not, after all, 
necessary ! Barely 10% of the industrial production was 
the result of collaboration between the private and the 
public sector, whereas in India the main brunt of indus¬ 
trial expansion was placed on the private sector during 
the First Plan period. 

On the whole, then, the record of economic progress 
in China looks very impressive—at least on paper. Whe¬ 
ther all this has really brought about any substantial 
improvement in the economic status of the average Chinese 
is rather a perplexing question. At any rate, it is clear 
that there is a basic difference between the Indian and 
Chinese methods of trying to achieve economic progress. 
India’s planning, in the words of Malenbaum and Eckstein, 

€ 
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is - c welfare oriented ”, whereas China’s is “ power oriented 
in other words, India has focussed her attention on improv¬ 
ing the general standard of living of the people, while China 
is trying to augment the power of the State. Again, freedom 
of choice and allocation of resources through market 
mechanism play a significant role in Indian economy, while 
in China little freedom is given to the people in the matter 
of choice and consumption is effectively checked in the 
interests of political stability and concentration on capital 
goods. The goals of the two countries being thus different, 
—although the means adopted, viz. economic planning, be 
the same,—it is not, after all, very helpful to compare the 
pace of economic progress achieved by the two countries 
in a given period. 



1. AREA, POPULATION AND DENSITY OF STATES 
IN INDIA 


m ii 

Area 
TOOO sq. 
miles) 

Population 

('000s) 

Density of 
population 
per sq. mile 

Andhra Pradesh 

106 

31,260 

295.7 

Assam 

85 

9,044 

106.3 

Bihar 

67 

38,784 

577.9 

Bombay 

191 

48,265 

253.1 

Kerala 

15 

13,549 

907.1 

Madhya Pradesh 

171 

26,072 

152.2 

Madras 

50 

29,975 

597.4 

Mysore 

75 

19,401 

259.2 

Orissa 

60 

14,646 

243.1 

Punjab 

47 

16,135 

342.8 

Rajasthan 

132 

15,971 

120.9 

Uttar Pradesh 

113 

63,216 

557.3 

West Bengal 

34 

26,302 

776.2 

Centrally administered 
areas 

27 

4,122 


Jammu & Kashmir 

93 

4,410 

47.5 

Total 

1,266 

361,152 

288.1 
















Agricultural : 


Cultivators of 


own land 

45,762 

21,448 

100,117 

167,327 

46.9 

Other cultivators 

8,765 

3,957 

18,896 

31,6.18 

8.8 

Cultivating 

labourers 

14,881 

5,201 

24,637 

44,809 

12.6 

Non-cultivators 

1,641 

373 

3,307 

5,321 

1.5 


Non-agricultural : 


Production 

12,136 

3,134 

22,402 

37,672 

10.6 

Commerce 

5,903 

933 

14,476 

21,312 

6.0 

Transport 

1,734 

237 

3,650 

5,621 

1.6 

Others 

13,577 

2,565 

26,807 

42,949 

12.0 

Total 

104,399 

37,848 

214,292 

356,629 

100.0 


Note : Percentage distribution of total population* shown in last col. 
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SELECTED STATISTICS FROM CENSUS, 1951 


<8L 


Number of villages * 

Number of towns * 

Rural population 
Urban population 

Ratio of rural to urban population 
Density of population 
Females per 1,000 males 
Literacy (all age-groups) t 
Mean expectation of life 
at birth (1941-50) 


558,089 
• 3,018 

295 million 
62 million 
83 : 17 

288 per sq. mile 
947 
16.6% 


Males 

Females 


32.5 years 
31.7 years 


* Broadly, places with population exceeding 5,000 are towns ; the 
rest villages. 

t Literacy among persons aged 10 years and over is : 


Males 

Females 


54.6% fT , 
27.0% ) U rban 


2 m Rurai 


4. NATIONAL INCOME BY SOURCE 



1951-52 

1953-54 1955-56 

Rs. in 100 crores 

1956-57 

Agriculture 

50.2 

53.1 

45.3 

56.9 

Large-scale industry & 
mining 

7.3 

7.9 

8.8 

10.0 

Small-scale industry 

9.5 

9.8 

9.7 

9.7 

Railways & Communications 

2.5 

2.4 

3.0 

3.3 

Banking & Insurance 

0.8 

0.8 

0.9 

1.0 

Commerce and Transport 

14.6 

14.8 

14.9 

15.0 

Professions & Liberal arts 

5.0 

5.3 

5.6 

5.8 

Government Service 

4.5 

4.9 

5.7 

6.0 

Other Services 

5.5 

5.8 

6.0 

6.3 

Net domestic product 

99.9 

104.8 

99.9 

114.0 

Net Earned Income 
from abroad 

-0.2 

0.0 

0.0 

0.1 

Net National output 
at factor cost 

99.7 

104.8 

99.9 

114.1 


Note :—Figures for 1956-7 is only preliminary. 
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sy NATIONAL INCOME PER CAPITA, 1955 






Rs. 


Rs. 

India (1955-56) 

252 

France 

3,910 

Australia 

4,913 

Japan 

1,009 

Burma 

210 

Pakistan (1953) 

325 

Canada 

6,356 

U.K. 

3,983 

Ceylon 

602 

U.S.A. 

9,335 


Note : Except for India, the figures have been computed by dividing 
national income data by mid-year estimates of population. 


/ 

6. NATIONAL INCOME & INVESTMENT UNDER 
FIVE YEAR PLANS 




First Plan 
(1951-56) 

Second Plan 
(1956-61) 


* 

At 1952-53 prices 

National income 

at the end of 



the period 

(Rs. crores) 

10,800 

13,480 

Total net investment during the 



period 

(Rs. crores) 

3,100 

6,200 

Ratio of investment to national 



income at the end of the period 

7.3% 

10.7% 

Incremental capital-output ratio 

1.88:1 

2.30:1 

Per capita income 

at the end of 



the period 

(Rs.) 

281 

331 












DISTRIBUTION OF OUTLAY DURING THE TWO FIVE YEAR PLANS. 
(Rs. in Crores) 



First Five Year Plan 


Second Five Year Plan 



Original 

Plan 

provision 

Plan 

including 

adjust¬ 

ments 

Actual 

Expendi¬ 

ture 

Original 

allocations 

Revised 

allocations 

Anticipated 

Outlays 

(1) 

(2) 

(a; 

(4) 

(5) 

(6) 

(7) 

Agriculture and Community Development 346 

354 

299 

568 

568 

510 

1. Agriculture 

184 

195 

181 

170 

212 

201 

2. Animal Husbandry 

22 

22 

16 

56 

36 

33 

3. Forests 

12 

11 

12 

46 

36 

32 

4. Fisheries 

5 

4 

3 

12 

10 

9 

5. N.E.S. & C.D. projects 

100 

101 

67 

200 

200 

170 

6. Local Development works 

15 

15 

15 

15 

15 

15 

Irrigation and Power 

561 

647 

585 

913 

860 

820 

Village and Small Industries 

27 

50 

44 

200 

200 

160 

Industry and Mining 

146 

139 

57 

690 

880 

790 












ort and Communications 

498 

570 

531 

1,385 

1,345 

1,34(K 

Railways 

250 

267 

267 

900 

897 

897 

Roads 

110 

135 

134 

246 

221 

219 

Road Transport 

9 

12 

12 

17 

11 

11 

Ports and Harbours 

33 

37 

28 

46 

49 

49 

Shipping 

18 

26 

19 

48 

56 

56 

Posts & Telegraphs 

50 

50 

40 

63 

53 

51 

Other communications 

2 

5 

4 

4 

4 

4 

Broadcasting 

4 

5 

3 

9 

7 

7 

Services 

426 

532 

423 

945 

863 

810 

Education 

156 

170 

153 

307 

285 

275 

Health 

101 

138 

101 

274 

255 

245 

Housing 

49 

49 

35 

120 

100 

84 

Welfare & backward classes 

29 

32 

33 

91 

83 

72 

Rehabilitation 

85 

136 

• 97 

90 

90 

90 

Social welfare, labour, 
educated unemployed 

7 

7 

4 

63 

50 

44 

llaneous 

64 

86 

74 

99 

84 

70 

Grand Total 

2,068 

2,378 

2,013* 

4,800 

4,800 

. 4,500 


4L 


* Based on “ Revised Estimates ” for the fifth year. 
Actual outlay is estimated at about Rs. 1,960 crores. 
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8. INVESTMENT IN INDUSTRY—PUBLIC AND 
PRIVATE SECTORS 


*8L 


Industry-group 

First Plan 
targets 

Achieve¬ 

ments 

(1951-56) 

Second Plan 
targets 
(1956-61) 



Rs. crores 


Metallurgical 

85.03 

(52.20) 

57.55 

(49.70) 

502.50 

Engineering 

53.05 

(18.00) 

48.51 

(22.40) 

150.00 

Chemical 

24.99 

(13.50) 

23.48 

(12.70) 

132.00 

Cement 

17.71 

(15.40) 

17.48 

(14.30) 

93.00 

Petroleum 

64.00 

(64.00) 

45.00 

(45.00) 

10.00 

Paper 

7.40 

(5.40) 

11.95 

(9.30) 

54.00 

Sugar 

0.10 

(0.10) 

5.00 

(5.00) 

51.00 

Rayon 

16.50 

(14.50) 

9.10 

(8.00) 

24.00 

Other textiles 

9.00 

(9.00) 

20.00 * * 
(20.00) 

36.30 

Electric power 

16.00 

(16.00) 

32.60 

(32.60) 


Other industries 

33.62 

(25.20) 

17.07 

(13.90) 

41.50 

Total 

327.40 

287.74 

1,094.30 


(233.30) 

(232.90) 



Note : Combined figures for private and government enterprises ; 

the former shown also within brackets separately. 

* Excludes Rs. 60 crores on replacement and modernisation of plant. 













9. FINANCE FOR FIRST AND SECOND FIVE YEA! 
PLANS IN PUBLIC SECTOR 



(centre and states) 



First Plan 
targets 

Actuals 

(1951 

Second Plan 
targets 
(1956-61) 



Rs. crores 


Total planned outlay 
in public sector 

2,069* 

2,012 

4,800 

Savings from revenue 

570 

574 

800 

Railway surplus 

170 

115 

150 

Public loans 

115 

204 

700 

Small savings 

270 

304 

500 

Deposits, etc. 

133 

80 

250 

Total 

1,258 

1,277 

2,400 

Gap in resources 

811 

735 

2,400 

Measures to close gap 

;_ 

- 


Foreign giants 

t 

97 

7 

Foreign loans 

t 

106 

> 800 

Additional taxation, etc. t 

— 

400 

Uncovered deficit 

t 

532 

1,200 


* On account of adjustments, the target was raised to Rs. 2,378 
crores, but no scheme for financing the additional outlay was 
presented. 

t No schemes for closing gap formulated. 




















10. MAIN TARGETS OF PRODUCTION AND DEVELOPMENT 




Sector and Item 


Unit 


1950—51 1955—56 


Original 

targets 

1960-61 


<D 
&£) 

■S'9 m S 
c 2 § si I 

O C5 lO 
u 0 h oio 

S.B.2 S 


(1) 


(2) 

(3) 

(4) 

(5) 

(6) 

I. Agriculture and Community 

Development : 

1. Foodgrains 

.. 

Million tons 

54.0* 

65.0 

75.0 ( + 5.4) 

15 

2. Cotton 

.. 

Million bales 

2.9 

4.2 

5.5 (+1.0) 

31 

3. Sugarcane raw gur 


Million tons 

5.6 

5.8 

7.1 ( + 0.7) 

22 

4. Oilseeds 

•. 

Million tons 

5.1 

5.5 

7.0 (+0.6) 

27 

5. Jute 

•. 

Million bales 

3.3 

4.0 

5.0 (+0.5) 

25 

6. Tea 

•. 

Million pounds 

613 

644 

700 

9 

7. N.E.S. Blocks 

.. 

Nos. 

Nil 

500 

3,800 

660 

8. Community Development 

Blocks 

.. 

Nos. 

Nil 

622 

1,120 

80 

9. People served by N.E.S. 
Community Projects 

and 

Million persons 

Nil 

80 

325 

306 

10. Village Panchayats 

•• 

Thousand Nos. 

83 

118 

200 

70 


Relates to the year 1949-50. 

The targets of the agricultural production were raised by margins shown in 


the brackets. 
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A 


: 


J&HfV" 1 " .... , 

K%j!j (1) 

(2) 


(3) 

(4) 

(5) 


11. Irrigation and Power : 

1. Area irrigated 

Million acres 


51 

67 

88 

31 

2. Electricity (Installed Capa- 
city) 

Million kw 


2.3 

3.4 

6.9 

103 

III. Minerals: 

1. Iron ore 

Million tons 


3.0 

4.3** 

12.5 

191 

2. Coal 

Million tons 


32.3 

38.0 

60.0 

58 

IV. Large Scale Industries : 

1. Finished steel 

Million tons 


1.1 

1.3 

4.3 

231 

2. Pig iron (for sale to the 

foundries) 

Million tons 


.. 

0.38 

0.75 

97 

3. Aluminium 

000 tons 


3.7 

7.5 

25.0 

233 

4. Heavy steel forgings for sale. 

000 tons 


Nil 

Nil 

12 


5. Heavy steel castings for sale. 

000 tons 


Nil 

Nil 

15 


6. Steel structural fabrications. 

000 tons 


N.A. 

180 

500 

178 

7. Machine tools (graded) 

Value in Rs. 

lakhs 

31.8 

75 

300 

300 

8. Cement Machinery 

Value in Rs. 

lakhs 

N.A. 

56** 

200 

257 

9. Sugar Machinery 

Value in Rs. 

lakhs 

N.A. 

28** 

250 

779 

10. Textile Machinery (Cotton 

and jute) 

Value in Rs. 

lakhs 

N.A. 

412 

1,950 

373 


** Relates to the calendar year of 195^ 






- • 'msr/f 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

11. Paper Machinery 

Value in Rs. lakhs Neg 

J|eg 

400 

# # 

12. Power driven pumps— 






Centrifugal 

000 Nos. 

34 

40 

86 

115 

13. Diesel Engines 

000 H.P. 

N.A. 

100 

205 

105 

14. Automobiles 

Nos. 

16,500 

25,000 

57,000 

128 

15. Railway Locomotives 

Nos. 

3 

175 

400 

129 

16. Tractors (20-30 DBHP) 
17r / C^fnent 

18*^Fertilisers : 

Nos. 



3,000 

.. 

Million tons 

2.7 

4.3 

13 

202 

(a) Nitrogenous (in terms of 




1,450 

282 

Ammon. Sulphate) 

000 tons 

46 

380 

(b) Phosphatic (in terms of 





500 

superphosphatic) 

000 tons 

55 

120 

720 

19. Sulphuric Acid 

000 tons 

99 

170 

470 

176 

20. Soda ash 

000 tons 

' 45 

80 

230 

188 

21. Caustic soda 

000 tons 

11 

36 

135 

275 

22. Petroleum Refinery— 





19 

(crude processed) 

Million tons 

.. 

3.6 

4.3 








msr/f 


( 1 ) 


( 2 ) 





23. Electric transformers 
(33 K.V. and below) 

24. Electric Cables (ACSR 
conductors) 

IS. Electric Motors 

v/ 26. Cotton Textiles 

27 / Sugar 

28. Paper and paper board 

29. Bicycles (Organised sector, 
only) 

30. Sewing Machines (Organised 
sector only) 

31. Electric Fans 


000 KVA 
tons 

000 H.P. 
Million Yards 
Million tons 
000 tons 

000 Nos. 

000 Nos. 

000 Nos. 


V. Transport and Communications : 


(a) Railways : 

1. Passenger train miles 

2. Freight 


Millions 
Million tons 


(b) Roads : 

1. National Highways 

2. Surfaced Roads 


000 miles 
000 miles 


(3) 


(4) 


(5) 


5§L 


179 

540 

1,360 

151 

1,420 

9,000 

18,000 

100 

99 

240 

600 

150 

4,618 

6,850 

8,500 

24 

1.1 

1.7 

2.3 

35 

114 

200 

350 

75 

101 

550 

1,000 

82 

33 

110 

220 

100 

194 

275 

600 

118 


95 

108 

124 

15 

91 

120 

181 

51 


12.3 

12.9 

13.8 

7 

97.0 

107.0 

125.0 

17 
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(c) Shipping : 

1. Coastal and adjacent 

2. Overseas 

(d) Ports : 

Handling Capacity 

(e) Posts and Telegraphs * 

1. Post offices 

2. Telegraph offices 

3. Number of telephones 

VI. Education ; 

1. School-going children as per¬ 
cent of children in the respec¬ 
tive age groups : 


(a) Primary Stage 

6-11 age group 

42.0 

51.0 

63.0 

## 

(b) Middle Stage 

11-14 age group 

14.0 

19.0 

22.5 


(c) Higher Secondary Stage. 

14-7 age group 

6.4 

9.4 

12.0 



Lakh GRT 

2.2 

Lakh GRT 

1.7 

Million tons 

20 

000 Nos. 

36 

000 Nos. 

3.6 

000 Nos. 

168 


3.2 

4.3 

34 

2.8 

4.7 

68 

25 

32.5 

30 

55 

75 

36 

4.9 

6.3 

28 

270 

450 

67 
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5. Enrolment in Teachers Train¬ 
ing Institutions 


000 Nos. 


75.6 


103.5 


134.2 



30 


VII. Health : 


1. Medical Institutions 

, . 

000 Nos. 

8.6 

10 

12.6 

26 

2. Hospital Beds 

. . 

000 Nos. 

113 

125 

155 

24 

3. Doctors 

• • 

000 Nos. 

59 

70 

82.5 

18 

4. Nurses 

. , 

000 Nos. 

17 

22 

31 

41 

5. Midwives 

• • 

000 Nos. 

18 

26 

32 

23 

6. Health assistants and Sanitary 
Inspectors 

000 Nos. 

3.5 

4 

7 

75 
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INDEX OF REVISED TARGETS FOR SOME 
INDUSTRIES IN THE SECOND PLAN 
(1951—100) 




I 


Name of the Industry 

Original target 
(1956-61) 

Revised target 
(1956-61) 

Cotton cloth 

144.7 

130.0 

Cotton yarn 

149.5 

134.5 

Jute manufactures 

137.1 

116.6 

Iron and Steel 

184.0 

184.0 

Sugar 

224.3 

201.8 

Cement 

500.0 

290.6 

Paper & Paperboard 

341.2 

310.8 

Paints and varnishes 

194.0 

194.0 

Refractories 

416.7 

341.7 

Bicycles 

785.1 

1,539.0 

Sulphuric Acid 

467.7 

392.9 

Aluminium 

779.5 

769.7 

Radio receivers 

257.2 

362.3 

Caustic Soda 

532.6 

673.7 

Super phosphate 

196.7 

131.1 

Electric motors 

420.6 

515.4 

Soda Ash 

1,020.4 

843.5 

Power transformers 

765.3 

747.7 

General Composite Index 

181.2 

164.3 




0 










12. PROGRESS OF PLAN EXPENDITURE 
IN THE STATES 


State 

1956—61 

(Planned) 

1956—69 
(Expected) 

Rs. crores 

% of the 
Total 

Andhra 

174.77 

89.57 

51.0 

Assam 

57.94 

31.48 

54.3 

Bihar 

190.22 

83.38 

43.8 

Bombay 

350.22 

177.27 

50.3 

Kerala 

87.00 

42.18 

48.0 

Madhya Pradesh 

190.89 

76.16 

39.9 

Madras 

152.26 

90.85 

60.0 

Mysore 

145.13 

60.94 

42.0 

Orissa 

99.97 

51.53 

51.5 

Punjab 

162.68 

91.77 

56.4 

Rajasthan 

105.27 

52.19 

50.0 

Uttar Pradesh 

253.10 

175.11 

53.4 

West Bengal 

157.67 

83.66 

53.1 

Jammu & Kashmir 

33.92 

14.79 

44.0 

Total 

2,161-04 

1,080.88 

50.0 
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BHARATI IN ENGLISH VERSE 

By PREMA NANDAKUMAR 

(S. PREMA) 



“ It is the first good thing done for Bharati by way of raising 
the Iron Curtain of Tamil for outsiders .... apart from the most 
beautiful and flawless translation which is an exquisite success in 
a very difficult task, the Introduction is great and.... I am proud 
» Bharat Ratna C. Rajagopalachari. 


“ Miss S. Prema’s translation.... is a living thing in its own 
right, but more akin to a koil than to a sparrow. Her language 
is a lovely diaphanous tissue which does not conceal the beauty 
it covers; Bharati shines through the rendering ‘as the radiant 
lines of morning ’ through fleecy clouds ”. 

Sri Navaratna Rama Rao in Swarajya. 


“ Bharati is obviously a considerable poet and I congratulate 
the translator of these versions which read exceedingly well as 
English poems.... I like the simplicity and directness of these 
versions and admire the very skilful command of English versifi¬ 
cation ”. 

Professor Vivian De Sola Pinto 
(N ottingham University) 


“There is an air of quiet distinction about every part and 
every aspect of this work of Miss Prema.... The Introduction is 
comprehensive and well-balanced, the biographical part being full 
and interesting and the critical searching and correct.... The choice 
of poems for translation has for the most part been dictated by 
tact as well as taste. The same qualities as well as scholarship, 
skill and patience mark the actual English renderings. If the 
enormous difficulties of translation have been faced and overcome, 
even the impossibilities have not been altogether avoided ”. 

Professor K. Swaminathan in the Sunday Standard. 




/ 



“- I know how much pleasure I got from reading them— 

good sense, good taste, deep feeling, and a complete mastery of 
English. The Introduction too is very good indeed, warm without 
any false gush_” 

The Rev. Dr. J. R. Macphail. 

(The Madras Christian College) 

“ You have done a sensitive and to me most attractive job of 
translation, a work which naturally shows as much of you as of 
your original poet.... without any knowledge of Tamil I feel that 
you have caught something different to enrich the literature in the 
English language. And I like your Introduction 

Professor Richard Beale Davis 

(Tennessee University) , 

The translation bears ample testimony to the young transla- i 
tor’s fine imagination and power of interpretation of Bharati. Her ! 
translation reads almost as well as the original ”. 

Shrimati K. Savitri Ammal in the Indian P.E.N 

The verses look enchanting.... I am tremendously impressed 
with the impeccable prose style of your Introduction”. 

Mr. John Wiggin, USIS, Madras. 

“ This young author with a pen 4 dipped in love and fire ’_ 

There is nowhere seen effort or weakness in the command of her 
expression.... No well-known lines, no significant passages of 
beauty, have been omitted here.... ” 

Sri K. Chandrasekharan in Vedanta Kesari. 

“The magic, the mystery, and the music of the original classic 
have not been marred, 


It is a creditable achievement and the 
translator is to be congratulated on her success in distilling the 
fragrance of Bharati in English 
Price Rs. 2. 


Bhavan’s Journal. 


Available from 
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